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THE  PRESIDENT'S  BUDGET  PROPOSALS  FOR 

FISCAL  YEAR  1994 


TUESDAY,  FEBRUARY  23,  1993 

House  of  Representatives, 

Committee  on  the  Budget, 

Washington,  DC. 

The  committee  met,  pursuant  to  notice,  at  10:03  a.m..  Room  210, 
Cannon  House  Office  Building,  Hon.  Martin  Olav  Sabo,  Chairman, 
presiding. 

Members  present:  Representatives  Sabo,  Bryant,  Stenholm, 
Frank,  Slaughter,  Parker,  Coyne,  Kennelly,  Andrews,  Gordon, 
Orton,  Blackwell,  Pomeroy,  Kasich,  McMillan,  Kolbe,  Shays, 
Snowe,  Herger,  Smith  of  Texas,  Cox,  AUard,  Hobson,  Miller,  Lazio, 
Smith  of  Michigan,  and  Inglis. 

Chairman  Sabo.  Good  morning.  The  Budget  Committee  is  called 
to  order  to  continue  our  study  and  analysis  of  the  President's  eco- 
nomic proposal. 

Today  we  have  before  us  Lloyd  Bentsen,  Secretary  of  the  Treas- 
ury, and  Alice  Rivlin,  Deputy  Director  of  the  0MB,  who  have  both 
lent  their  considerable  experience  and  insight  to  formulating  the 
Clinton  budget  proposal.  And  we  welcome  you. 

Since  the  President  explained  his  economic  proposal  to  Congress 
and  the  American  people,  there  has  been  an  immense  amount  of 
analysis  on  exactly  what  the  proposal  will  mean  to  individual 
Americans.  Some  of  this  analysis  has  been  accurate,  some  has  not, 
but  it  has  largely  been  the  sort  of  analysis  that  is  expected,  and 
welcomed,  of  a  proposal  that  has  bearing  on  our  collective  and  indi- 
vidual futures. 

We  must  also  keep  an  eye  on  some  of  the  larger  economic  forces 
that  will  shape  and  be  shaped  by  this  ambitious  proposal,  and  that 
will  in  turn  shape  the  future  of  our  lives. 

These  forces  include  long-term  economic  gains  from  reducing  the 
deficit,  a  monetary  policy  that  can  support  this  effort,  benefits  to 
our  balance  of  trade,  gains  from  changing  our  budget  priorities  in 
favor  of  investment,  and  even  the  potential  for  savings  from 
changes  in  how  the  debt  itself  is  managed. 

At  today's  hearing,  I  look  forward  to  hearing  your  views  on  these 
matters  as  well  as  your  ideas  on  how  we  can  improve  job  growth 
and  help  the  unemployed  in  the  near  term.  I  would  also  like  to 
hear  your  recommendations  on  ways  to  strengthen  the  economy 
over  the  longer  term  by  investing  and  by  controlling  budget  defi- 
cits, and  your  insights  on  how  we  can  achieve  these  goals  fairly 
and  equitably. 

(1) 


Thank  you,  and  I  look  forward  to  hearing  your  testimony. 

Mr.  Kasich,  any  opening  comments? 

Mr.  Kasich.  Yes,  thank  you,  Mr.  Chairman. 

I  wanted  to  do  something  that  is  just  a  tad  unusual.  I  have  a 
chart  with  me  this  morning,  and,  Senator,  in  the  last  hearing  we 
had  Mr.  Panetta  here.  And  I  read  with  great  interest  yesterday  the 
analysis  in  the  Wall  Street  Journal  where  it  said  that  Mr.  Panetta 
and  Dr.  Rivlin  had  had  tire  tracks  over  their  faces  from  being  run 
over  by  those  that  didn't  want  to  cut.  It  doesn't  look  it  this  morn- 
ing, I  must  say,  but  that  is  what  the  Wall  Street  Journal  said. 

Last  week  I  had  suggested  to  Mr.  Panetta  that  in  the  first  year 
the  exchange  would  be  $38  billion  in  tax  increases  to  $2  billion  in 
cuts.  Unfortunately,  after  further  analysis,  in  the  first  year  there 
are  no  cuts.  Because  what  we  did  is,  in  calculating  the  first  time 
around,  we  included  the  low-income  tax  credit,  which,  of  course, 
means  you  pay  money  out,  and  we  calculated  that  as  a  spending 
cut,  which  is  inaccurate.  We  also  calculated  the  social  security  tax 
as  a  cut,  and  that  is  a  tax.  And  so  in  the  first  year,  there  are  no 
cuts  whatsoever. 

But  what  really  surprised  me  when  I  took  a  look  even  deeper 
into  the  program  is  that  in  the  second  year  there  is  $24.4  billion  in 
taxes  to  every  $1  in  cuts — yes,  $24.40  to  every  $1  in  cuts.  And  as 
you  can  see,  it  works  out  over  the  4-year  period  to  $4.70  in  tax  in- 
creases to  every  $1  in  cut. 

I  watched  with  great  interest  your  appearance  on  Brinkley  be- 
cause I  have  watched  you  over  the  years  in  your  appearances,  and 
I  have  always  considered  you  to  be  a  great  Senator  from  Texas.  But 
what  I  was  interested  in  is  you  took  out  of  your  pocket  a  roll  of  150 
cuts — 41  of  them,  by  the  way,  are  cuts  that  Bush  and  Reagan  had 
proposed  over  the  years — and  you  kind  of  threw  them  out  and  said, 
"These  are  our  cuts." 

But  here  is  the  interesting  thing  that  I  don't  think  people  in  our 
country  know.  The  plan  has  $178  billion  in  spending  cuts,  but  it 
has  $127  billion  in  increases.  Domestic  programs  actually  rise  in 
spending  by  $24  billion.  The  only  real  cuts  that  occur  are  $76  bil- 
lion in  defense. 

No  one  would  argue  that  defense  shouldn't  bear  its  part  of  the 
burden.  Republicans  believe  that  defense  needs  to  be  reduced  as 
well.  But  the  amazing  statistic  here  is  there  is  only  over  4  years  a 
net  reduction  in  spending  of  $51  billion,  and  yet  a  net  increase  in 
taxes  of  $238  billion.  So  there  is  $238  billion  worth  of  revenue  in- 
creases and  only  $51  billion  worth  of  net  spending  cuts  over  the  life 
of  this  plan  over  those  4  years.  And  the  amazing  thing  is  that  the 
non-defense  discretionary  programs  actually  increase  under  this 
program  by  $24  billion. 

I  guess  what  Republicans  would  say — I  wouldn't  have  to  guess 
what  Republicans  would  say.  What  we  do  say  is  that  those  first 
years  have  to  be  fixed.  And  I  know  that  on  the  Brinkley  show  you 
talked  about  perhaps  delaying  the  tax  increases  or  some  part  of 
those  tax  increases;  at  least  that  is  the  report.  You  didn't  say  for 
sure,  but  you  said,  "We  are  willing  to  consider,"  and  you  said,  "We 
want  to  know  what  Republicans  are  going  to  be  for." 

And  so  this  morning,  what  I  would  like  to  do  is  to  see  if  we  can 
work  you  into  a  dialogue  with  us  in  terms  of  making  cuts  in  the 


first  year,  in  terms  of  reducing  the  taxes  from  $24.40  to  $1  in  cuts 
to  try  to  make  this  plan  more  equitable  for  the  American  taxpay- 
ers, i  believe  these  are  numbers  that  are  not  known  in  the  minds 
of  the  American  people,  and  I  really  truly  wish  that  Dr.  Rivlin  and 
Mr.  Panetta  had  been  able  to  be  successful  in  trying  to  control 
spending.  But,  clearly,  they  were  not. 

Thank  you,  Mr.  Chairman. 

Chairman  Sabo.  Mr.  Secretary,  you  can  tell  we  have  a  very  vig- 
orous minority  on  the  committee.  Let  me  assure  you,  most  of  us 
think  that  this  is  a  program  really  to  rebuild  America,  and  we  are 
anxious  to  hear  from  you. 

STATEMENTS  OF  HON.  LLOYD  BENTSEN.  SECRETARY  OF  THE 
TREASURY:  AND  HON.  ALICE  M.  RIVLIN,  DEPUTY  DIRECTOR, 
OFFICE  OF  MANAGEMENT  AND  BUDGET 

Secretary  Bentsen.  Thank  you  very  much,  Mr.  Chairman. 

I  couldn't  help  but  reflect,  as  I  was  sitting  here,  this  is  where  I 
started  my  congressional  career,  here  in  the  Cannon  Building.  And 
it  is  interesting  how  the  friendships  last.  I  was  thinking  about  the 
fellow  that  was  next  door  to  me  who  was  elected  the  same  year  I 
was,  and  that  was  Gerry  Ford.  So  I  understand  where  we  are 
coming  from.  I  have  been  one  who  has  worked  to  develop  biparti- 
san solutions  throughout  my  career  in  the  Congress.  And  I  am 
hopeful  we  can  get  one  in  this  instance. 

Mr.  Chairman,  I  am  pleased  to  be  here  this  morning  to  discuss 
the  administration's  plan,  and  I  look  forward  to  working  with  you 
and  the  other  Members  of  Congress  in  a  bipartisan  manner  for  a 
program  to  revitalize  the  American  economy. 

Last  week  I  went  back  to  Texas,  and  I  appeared  before  a  high 
school  group,  talking  about  our  economic  plan.  I  chose  to  go  to  a 
high  school  because  those  are  the  people  we  are  talking  about; 
what  kind  of  a  job  they  are  going  to  have  when  they  get  out  of  high 
school,  when  they  get  out  of  college,  or  whether  they  continue  and 
finish  high  school. 

The  President  went  to  Ohio  to  speak  before  a  student  group 
there.  But  the  kinds  of  questions  that  those  young  people  asked 
relate  very  much  to  the  President's  plan;  because  it  will  create 
jobs,  it  will  bring  our  deficits  under  control,  it  will  stop  the  erosion 
of  the  standard  of  living  of  our  people,  and  I  think  it  will  increase 
America's  leadership  in  a  global  economy. 

Our  plans  to  restore  our  economic  strength  are  as  important 
abroad  as  they  are  to  us  here.  Later  this  week,  I  am  going  to 
London  for  a  meeting  with  the  G7,  counterparts  of  mine,  in  trying 
to  see  what  we  can  do  to  get  the  world  economy  moving  again. 
They  have  suggested  for  a  long  time  that  we  put  our  economic 
house  in  order,  that  we  make  the  tough  choices  to  turn  our  econo- 
my around.  And  I  think  they  are  going  to  be  encouraged  by  what 
we  bring  to  them. 

The  President's  plan  is  balanced  and  it  is  bold,  and  it  is  an  in- 
vestment in  America's  future.  The  goal  is  not  only  to  ensure  a 
strong  and  enduring  recovery,  but  also  to  reverse  the  dismal  under- 
lying trends  of  low  productivity  growth  and  stagnant  incomes. 


The  key  to  improving  our  living  standard  in  the  long  run  is  pro- 
ductivity growth,  and  the  key  to  improving  that  is  investment. 
Thus,  our  plan  is  calculated  to  increase  private  investment  in  plant 
and  equipment,  public  investment  in  our  infrastructure,  and  both 
public  and  private  investments  in  the  skill  and  the  knowledge  of 
the  working  people  of  America. 

The  plan  has  three  parts.  We  are  proposing  a  modest  stimulus 
for  our  immediate  problems;  an  investment  package  to  expand 
America's  capacity  to  produce;  and  a  concrete  deficit  reduction  pro- 
gram, filled  with  specific  spending  cuts  and  tax  incentives,  to  free 
up  money  for  the  investment  that  we  need. 

Americans  need  jobs  now.  And  they  need  to  know  that  the  jobs 
that  they  receive  will  not  evaporate,  as  we  have  seen  all  too  often 
recently.  The  stimulus  package  is  both  a  response  to  the  short-term 
economic  stagnation  that  has  seen  employment  growth  falter,  and 
a  down  payment  on  longer-term  investments  that  will  create  more 
jobs.  It  has  two  components:  tax  incentives  for  plant  and  equip- 
ment, and  spending  on  public  infrastructure. 

Certainly  we  have  seen  some  encouraging  economic  indices 
lately,  but  we  still  have  too  many  people  out  of  work.  Too  many 
factories  are  not  producing  the  jobs  that  they  can. 

We  are  using  only  79.5  percent  of  our  industrial  capacity.  Even 
more  important,  we  have  9  million  unemployed.  That  is  2.25  mil- 
lion more  people  out  of  work  since  when  the  recession  began.  This 
recession  has  simply  not  allowed  the  usual  increase  in  jobs. 

Now,  we  have  some  charts.  As  my  first  chart  shows,  private  em- 
ployment has  risen  only  0.2  percent  in  this  current  recovery,  where 
the  typical  recovery  in  the  past  has  created  a  6.5  percent  increase. 

Part  of  the  problem  is  the  downsizing  that  we  have  seen  in  a  lot 
of  our  major  companies  and  the  restructuring  by  other  key  indus- 
tries to  become  leaner  and  more  competitive.  But  part  simply  re- 
flects the  anemic  nature  of  this  recovery. 

Now,  as  my  next  chart  indicates,  the  annual  rate  of  real  GDP 
growth  has  averaged  only  2  percent  in  the  past  7  quarters,  where 
in  the  typical  recovery  it  comes  out  at  about  5  percent. 

We  need  to  encourage  faster  economic  growth  and  create  new 
jobs,  and  I  think  the  $30  billion  stimulus  package  contributes  to 
both  objectives.  It  focuses  on  investment  programs  essential  to 
long-term  growth,  and  it  will  get  some  money  into  the  economy 
quickly. 

Roughly  half  of  that  money  goes  for  tax  incentives  to  stimulate 
private  sector  investment,  including  making  permanent  an  invest- 
ment tax  credit  for  small  businesses.  Small  businesses  are  vital  to 
our  economy.  They  are  a  major  source  of  our  jobs. 

Now,  the  other  half  of  that  stimulus  accelerates  spending  for  pro- 
grams that  enhance  long-term  growth  and  help  jump-start  the 
economy.  For  example,  it  increases  spending  for  highways  and 
mass  transit  systems. 

On  a  full-year  equivalent  basis,  the  stimulus  plan  should  create 
500,000  new  jobs.  Americans  need  those  jobs  now,  and  they  deserve 
them. 

Now,  I  would  also  say  as  an  example  of  what  we  are  talking 
about,  I  was  listening  to — well,  actually  the  comment  was  made  on 
the  David   Brinkley  show.   They  were  quoting  Senator  Boren  of 


Oklahoma  when  he  talked  about  the  stimulus  package  and  he 
talked  about  the  long-term  cuts  that  had  to  be  made.  And  he  said  it 
could  be  a  little  bit  like  "having  a  kid  have  the  dessert  first  and 
then  trying  to  get  him  to  eat  his  spinach  later."  It  sounded  like  a 
pretty  good  analogy  to  me.  And  I  understand  that  kind  of  tempta- 
tion. 

So  we  would  like  to  see  the  leadership  do  what  has  to  be  done  to 
see  that  both  of  these  packages  are  ensured  passage.  Whatever  the 
procedural  things  are  that  they  deem  necessary  to  accomplish  that, 
that  is  what  I  would  like  to  see. 

In  addition,  we  are  working  in  cooperation  with  the  Federal  Re- 
serve and  the  FDIC  to  alleviate  the  credit  crunch.  That  should  also 
help  businesses  to  create  jobs. 

Let  me  state,  I  came  from  small  business.  That  is  where  my  busi- 
ness career  was,  in  building  a  modest-sized  financial  holding  com- 
pany. I  know  the  kind  of  jobs  that  can  be  created  by  small  busi- 
ness, and  we  have  concentrated  on  that  in  trying  to  help  in  that 
regard. 

Now,  the  stimulus  package  and  our  efforts  to  ease  the  credit 
crunch  are  what  we  need  to  do  to  tackle  today's  challenges.  Yet  we 
all  know  that  is  only  half  the  battle. 

The  second  part  of  our  plan  attacks  stagnating  productivity  and 
wage  growth.  The  productivity  growth  has  practically  ground  to  a 
halt  in  the  past  two  decades,  and  real  wages  have  barely  budged  at 
all.  As  a  result,  average  Americans  have  seen  very  little  increase 
in  their  living  standards.  One  of  the  problems  we  have  seen  is  both 
parents  now  having  to  go  into  the  workplace.  Frankly,  I  don't  know 
of  any  other  industrial  country  where  we  have  as  high  a  percent- 
age of  both  parents  working  as  we  have  in  this  one. 

What  we  have  seen  in  the  last  decade  is  almost  a  40  percent  re- 
duction in  creative  time,  in  time  that  you  can  use  for  parenting, 
and  we  have  seen  some  of  the  results  of  that. 

So  what  we  have  seen  is  Americans  having  very  little  increase  in 
their  standard  of  living,  and  what  that  means  is  recovery  from  the 
recession  simply  by  itself  is  not  good  enough.  We  not  only  have  to 
create  more  jobs,  but  they  have  to  be  good  jobs. 

Under-investment — in  private  business  capital,  in  public  infra- 
structure, and  in  the  skills  of  the  American  workforce — also  have 
contributed  to  the  problem. 

As  you  can  see  on  this  next  chart,  America  devotes  a  much 
smaller  share  of  its  gross  domestic  product  to  private  investment 
than  other  developed  countries.  Public  infrastructure  has  declined 
from  4.5  percent  of  GDP  in  the  1960's  down  to  only  2.6  percent  of 
GDP  in  the  1980's.  This  chart  shows  that  decline. 

It  is  simply  not  a  question  of  bricks  and  mortar.  We  need  to 
make  much  greater  investment  in  our  most  important  resource  of 
all,  and  that  is  our  people,  our  citizens.  And  the  recent  trends  are 
not  encouraging.  For  example,  our  students  repeatedly  score  below 
their  counterparts  in  other  developed  countries  on  math  and  sci- 
ence tests. 

More  investment  is  critical  to  improving  productivity,  wages,  and 
living  standards.  The  program  contains  two  major  benefits  to  im- 
prove both  public  and  private  investment. 


The  investment  package  will  start  shifting  the  composition  of  the 
Federal  budget  from  consumption  to  investment.  It  will  expand  our 
capacity  to  produce  and  offer  better  opportunities  to  our  workers. 
It  will  bear  fruit  long  after  the  current  recovery  has  been  firmly 
established.  The  package  puts  special  emphasis  on  education  and 
training.  What  you  have  to  have  is  a  competitive  workforce  inter- 
nationally. That  means  the  best  educated  workforce  possible  to 
take  on  that  kind  of  competition. 

The  proposals  reaffirm  the  investment  themes  that  President 
Clinton  articulated  during  his  campaign. 

First,  by  1997,  the  program  commits  nearly  $19  billion  per  year 
to  infrastructure  improvements,  and  that  includes  transportation, 
the  environment,  rural  projects,  community  development,  and  tech- 
nology. 

Second,  President  Clinton  believes  that  in  an  age  of  mobile  pro- 
duction and  mobile  capital,  our  most  important  resource  is  our 
workforce.  Hence,  by  1997,  the  package  provides  nearly  $16  billion 
annually  for  lifelong  learning.  That  includes  fully  funding  Head 
Start  and  a  national  service  program.  I  couldn't  be  more  supportive 
of  that  commitment. 

Third,  you  just  have  to  reward  work.  Anyone  who  works  hard, 
puts  in  a  full  week,  should  not  have  to  live  in  poverty.  To  meet 
that  goal,  the  program  will  sharply  expand  the  earned  income  tax 
credit  to  bring  working  families  above  the  poverty  line. 

The  investment  package  also  contains  some  very  significant,  tar- 
geted tax  changes  to  lead  to  job  creation. 

For  instance,  we  want  to  make  permanent  the  research  and  ex- 
perimentation tax  credit.  How  long  has  business  been  campaigning 
for  that  one  so  you  can  have  some  stability  in  that  kind  of  a  pro- 
gram for  research  and  development?  This  and  other  changes 
should  raise  investment  and  help  create  the  8  million  jobs  we  be- 
lieve the  economy  can  generate  over  the  next  4  years. 

The  deficit  reduction  package  is  the  third  critical  component  of 
our  effort  to  increase  investment  and  enhance  productivity.  The 
deficit  affects  every  American,  every  day.  It  is  not  some  abstract 
concept  being  debated  by  economists.  It  erodes  our  standard  of 
living. 

The  large  deficits  that  we  face  seriously  impede  investment  in 
our  economy  because  every  dollar  the  Government  borrows  to  fi- 
nance consumption  is  a  dollar  unavailable  for  the  private  invest- 
ment that  creates  jobs.  With  large  deficits,  we  must  either  reduce 
our  investment  or  borrow  from  abroad  to  finance  investment 
spending.  In  the  1980's,  we  did  both. 

Large  annual  deficits  also  produce  a  mountain  of  debt,  and  the 
interest  on  that  debt  accounts  for  an  ever  increasing  part  of  the 
Government's  burden. 

This  year,  we  will  spend  about  $200  billion  in  paying  interest  on 
that  debt.  All  we  get  back  for  it  is  a  canceled  check.  It  is  14  percent 
of  our  budget.  If  the  status  quo  continues,  in  10  years  CBO  esti- 
mates that  the  interest  will  account  for  approximately  20  percent 
of  that  budget.  Now,  that  is  unacceptable.  It  keeps  us  from  educat- 
ing children,  retraining  workers,  or  investing  in  new  technologies. 


The  current  CBO  deficit  forecast  for  1993  is  $810  billion.  Even 
once  the  economy  recovers,  the  structural  deficit  is  projected  to 
continue  to  rise  sharply  unless  we  take  these  steps  to  control  it. 

Soaring  deficits  and  our  growing  debt  also  rob  us,  as  public  offi- 
cials, of  any  flexibility  in  controlling  Government  spending.  With 
the  deficit  out  of  control,  one  day  the  time  will  come  when  you  will 
sit  here  in  the  Congress  arguing  over  5  cents  on  every  dollar  of  out- 
lays. That  is  what  you  will  be  down  to. 

The  President's  plan  to  reduce  the  Federal  deficit  will  reduce  the 
drain  on  national  savings,  free  up  funds  for  investment,  leave  room 
in  the  budget  for  critical  domestic  programs,  and  make  our  Nation 
less  dependent  on  foreign  capital.  The  bold  steps  that  this  program 
takes  will  bring  deficit  growth  under  control.  And  by  1997,  when  it 
is  fully  phased  in,  it  will  reduce  the  deficit  by  $140  billion. 

I  want  to  clarify  something  about  that  deficit  number.  The  $140 
billion  is  a  net  figure.  Our  deficit  reduction  package  alone  actually 
lowers  the  deficit  in  1997  by  $195  billion.  But  the  investment  pro- 
gram totals  $55  billion  in  tax  credits  and  new  public  investment  in 
1997,  and  that  produces  the  net  reduction  of  $140  billion. 

President  Clinton  made  some  tough  choices  on  these  cuts.  He 
made  sure  that  the  deficit  reduction  plan  is  balanced.  In  1997, 
when  the  plan  is  fully  operational,  roughly  half  the  savings  will 
come  from  spending  cuts  and  half  from  revenues.  In  the  years 
beyond,  the  proportion  of  spending  cuts  remains  at  least  that  high. 

Now,  this  administration's  deficit  plan  differs  from  previous  ones 
in  a  number  of  respects.  This  package  doesn't  use  the  rhetoric  of 
across-the-board  cuts  while  dodging  the  reality  of  who  gets  hit.  You 
have  over  150  specific  cuts.  Furthermore,  the  savings  in  this  plan 
are  all  permanent.  They  are  not  temporary. 

Finally,  this  plan  is  not  based  on  some  rosy  scenario  but,  rather, 
works  off  the  more  conservative  economic  forecasts  of  the  CBO. 

I  was  thinking  about  that  as  I  remembered  the  1990  budget 
summit  agreement  and  the  months  that  we  took  on  that  one. 

Actually,  the  Congress  and  the  administration  has  pretty  well 
stayed  within  those  parameters,  but  the  one  thing  that  happened 
to  us  was  the  overly  optimistic  assumptions  as  to  what  was  going  to 
happen  to  the  economy.  I  think  an  honest  mistake,  but,  neverthe- 
less, the  economy  did  not  live  up  to  that.  And  it  went  downhill,  and 
our  tax  collections  were  far  less  because  of  that. 

This  time,  as  we  looked  at  the  CEA  projections,  as  we  looked  at 
the  blue-chip  indicators,  which  were  more  optimistic,  we  chose  the 
least  optimistic  of  them  in  trying  to  be  sure  that  we  did  not  repeat 
that  kind  of  a  mistake. 

Well,  as  we  look  at  these  things  and  changing  the  economic 
course  within  the  Federal  Government  itself,  it  is  only  fair  that  if 
we  ask  Americans  to  contribute,  the  Federal  bureaucracy  has  to 
make  the  first  contribution.  So  from  the  White  House  on  down, 
every  department  and  agency  is  affected. 

President  Clinton  has  directed  a  25  percent  reduction  in  the  staff 
of  the  White  House,  the  elimination  of  100,000  positions  in  the  Fed- 
eral Government  workforce. 

The  personnel  reductions  and  administrative  changes  alone 
should  save  $9  billion,  and  we  will  take  our  share  of  cuts  at  the 
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Treasury.  Through  1997,  we  are  cutting  the  cost  of  running  our  de- 
partments and  agencies  by  14  percent. 

The  fair,  equitable,  and,  let  me  emphasize,  the  permanent 
changes  that  we  propose  in  entitlement  programs  will  save  $42  bil- 
lion a  year  by  1997.  Let  me  give  you  a  few  examples.  And  I  still 
farm,  and  I  know  what  farmers  are  going  through  to  provide  us 
with  the  best  agricultural  products  in  the  world.  But  we  need  to 
make  some  changes. 

There  are  some  people  who  farm  who  also  earn  more  than 
$100,000  a  year  from  activities  that  have  nothing  to  do  with  feeding 
or  clothing  Americans.  That  $100,000  is  good  income  anywhere  in 
America.  We  will  end  agricultural  price  supports  to  those  individ- 
uals. And  that  is  only  fair. 

Our  plan  also  makes  prudent  cuts  in  the  medicare  provider  pay- 
ments without  reducing  the  care  available  to  medicare  benefici- 
aries. Our  plan  does  not  raise  premiums,  and  hopefully  it  may 
reduce  out-of-pocket  costs  for  middle-  and  lower-income  medicare 
beneficiaries. 

We  propose  no  change  in  social  security  cost-of-living  increases. 
But  for  upper  income  recipients,  the  plan  increases  the  percentage 
of  their  social  security  benefits  subject  to  tax,  from  50  percent  to  85 
percent.  Frankly,  that  brings  that  tax  treatment  more  in  line  with 
the  usual  private  pension. 

The  revenues  we  gain  with  this  change  will  go  the  Medicare 
Trust  Fund  because  in  the  next  10  years  that  Medicare  Trust  Fund 
could  be  in  real  trouble.  It  is  supposed  to  be  going  broke.  So  we  are 
talking  about  taking  those  funds  and  transferring  them  to  the 
Medicare  Trust  Fund,  on  which  people  of  that  age  are  dependent 
and  concerned  about. 

Additionally,  by  1997,  domestic  non-defense  cuts  should  bring 
down  Federal  spending  by  $20  billion,  and  we  will  see  $37  billion  in 
savings  with  prudent  reductions  in  defense  expenditures. 

On  the  revenue  side  of  that  budget,  the  President's  plan  moves  to 
restore  equity  to  our  tax  system.  For  the  last  12  years,  the  affluent 
have  not  been  paying  their  fair  share  of  the  cost  of  Government. 
As  the  chart  shows,  between  1980  and  1993,  the  incomes  of  the  top 
1  percent  rose  47.6  percent,  while  their  effective  tax  rate  declined 
by  24.6  percent.  The  President's  program  reverses  that  trend. 

We  restore  greater  progressivity  to  the  individual  tax  system, 
making  it  far  more  fair  and  equitable.  The  rate  for  households  with 
adjusted  gross  income  of  $180,000  a  year  will  rise  from  31  percent 
to  36  percent. 

There  will  be  a  surtax  of  10  percent  on  those  with  taxable  in- 
comes of  $250,000  or  more  and  gross  incomes  substantially  above 
that.  Those  changes  will  affect  only  the  wealthiest  1.2  percent  of 
American  taxpayers,  and  these  rate  changes  won't  touch  the  aver- 
age American  household  at  all. 

Higher-income  individuals  are  also  required  to  increase  their 
payments  under  the  medicare  tax.  The  proposal  eliminates  the  cur- 
rent cap  of  $135,000  on  earnings  subject  to  the  Hospital  Insurance 
portion  of  the  payroll.  Again,  revenues  from  implementing  this  pro- 
posal will  be  transferred  to  the  Medicare  Trust  Fund,  further  ex- 
tending the  period  of  solvency. 
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And  we  are  asking  corporations  to  pay  their  fair  share.  We  pro- 
pose raising  the  top  rate  from  84  percent  to  86  percent  for  corpora- 
tions with  incomes  over  $10  milHon.  It  is  only  going  to  affect  2,700 
businesses  out  of  2.2  million  corporations.  That  is  fair.  Japan 
charges  corporations  as  much  as  40  percent,  and  Germany  charges 
them  as  much  as  50  percent. 

The  plan  also  recognizes  that  there  are  some  deductions,  such  as 
business  meals,  entertainment,  and  club  dues,  that  should  be  re- 
duced. And  we  will  make  certain  that  foreign  businesses  pay  the 
taxes  that  they  owe  in  the  United  States. 

Finally,  the  plan  includes  a  broad-based  energy  tax.  This  propos- 
al has  three  important  goals:  one,  improving  our  environment  by 
effectively  taxing  pollution;  second,  reducing  dependence  on  foreign 
oil,  and  today  we  are  importing  almost  a  billion  dollars  worth  of  oil 
a  week,  and  often  from  politically  unstable  areas;  and,  third,  it  will 
cut  the  deficit. 

The  President  has  been  very  much  concerned  about  how  this 
would  affect  American  families,  and  by  making  other  adjustments, 
we  are  able  to  ensure  that  the  energy  tax  will  mean  little  or  no 
loss  in  after-tax  income  for  households  with  incomes  of  less  than 
$30,000  a  year.  It  will  have  only  a  modest  impact  on  those  families 
earning  from  $30,000  to  $100,000. 

In  fact,  if  you  look  at  the  table  that  we  have  provided,  you  see 
that  the  net  impact  of  the  entire  revenue  package  on  a  middle- 
income  family  earning  $40,000  is  under  $17  a  month.  That  is  in 
1997  when  the  program  is  fully  phased  in. 

I  was  looking  at  what  has  happened  to  interest  rates,  long-term 
rates,  from  the  time  that  we  said  we  are  seriously  considering  an 
energy  tax.  We  see  those  rates  hit  the  lowest  they  have  been  in  7 
years,  see  the  change  in  mortgages  on  homes  going  to  the  lowest 
point  in  20  years. 

If  you  looked  at  a  9  percent  mortgage  that  you  had  and  you  refi- 
nanced it  today,  or  if  you  had  a  variable  rate,  the  average  family, 
the  family  making  $40,000  a  year  with  a  $100,000  mortgage,  that 
would  be  a  saving  of  approximately  $60  a  month.  That  is  three 
times  as  much  as  what  we  are  talking  about  in  the  cost  of  this 
energy  tax.  So  we  have  seen  what  effect  it  has  had  on  the  bond 
market. 

The  revenue  increases  and  spending  cuts  in  the  package  will 
sharply  reduce  the  budget  deficit  from  the  levels  projected  by  the 
CBO.  As  I  said  earlier,  that  deficit  will  be  cut  by  $140  billion  in 
1997. 

However,  even  with  the  deficit  reduction  program,  that  deficit 
will  continue  to  rise  later  in  the  decade,  and  the  main  reason  for 
that  is  the  exploding  health  care  costs,  as  that  next  chart  will  show 
us. 

This  projected  increase  underscores  the  vital  importance  of 
health  care  reform  to  solve  the  budget  dilemma. 

Medicare  and  medicaid  costs  are  the  fastest  growing  element  in 
the  Federal  budget;  interest,  the  second  fastest.  If  we  do  nothing  to 
control  these  costs,  in  the  next  decade  the  increase  in  spending  for 
the  medicare  and  medicaid  programs  alone  will  exceed  the  level  of 
the  current  deficit. 
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So  we  are  searching  for  ways  to  bring  that  one  under  control.  By 
early  May,  we  expect  to  have  a  plan  that  will  be  enacted  quickly. 
Enacting  our  economic  program  and  controlling  these  health  care 
costs  are  the  two  keys  to  reducing  this  deficit. 

We  will  also  be  offering  legislation  this  spring  to  help  shift 
Americans  from  welfare  dependency  to  jobs,  and  these  proposals 
form  the  basis  of  our  long-term  strategy  to  invest  in  Americans. 

Finally,  I  am  going  to  be  working  with  the  G7  ministers  in 
London  this  weekend.  I  think  that  the  President's  program  will  lay 
the  foundation  for  complementary  action  by  other  countries  to 
ensure  an  expanding  world  economy.  But  the  success  of  these  ef- 
forts will  largely  depend  on  the  credibility  of  our  domestic  econom- 
ic program  and  our  commitment  to  reduce  the  deficit.  And  a  free 
and  fair  trading  environment  will  help  increase  exports  and  our 
prosperity. 

This  is  the  time  for  meaningful  change.  For  the  first  time  in 
years,  we  have  a  plan  that  takes  a  credible  approach  to  the  deficit, 
to  investment,  to  our  long-term  economic  health. 

We  hear  criticisms  that  our  plan  does  not  include  enough  cuts. 
Let  me  tell  you,  we  made  decisions  on  at  least  150  of  them,  and 
they  weren't  easy.  But  those  who  are  critical  of  our  program,  we 
want  your  recommendations.  If  you  have  specific  cuts,  if  you  are 
ready  to  put  your  fingerprints  on  them,  just  as  we  have,  let  us  have 
them.  Let  us  work  with  you  and  see  what  we  can  accomplish. 

Let's  see  if  we  can  do  it  in  a  bipartisan  way,  because  it  isn't  a 
Republican  economy  or  a  Democratic  economy,  it's  an  American 
economy.  And  that  is  what  is  at  stake. 

Thank  you.  ^ 

[The  prepared  statement  of  Hon.  Lloyd  Bentsen  follows:] 

Prepared  statement  of  Hon.  Lloyd  Bentsen,  Secretary  of  the  Treasury 

Chairman  Sabo,  members  of  the  committee:  I  am  pleased  to  be  here  this  morning 
to  discuss  the  Administration's  economic  plan.  And  I  look  forward  to  working  with 
you  and  others  in  Congress,  in  a  bipartisan  manner,  to  craft  a  program  to  revitalize 
the  American  economy. 

Last  week  members  of  the  Cabinet  went  across  the  country  to  talk  about  the 
President's  message  of  the  need  for  change  and  about  our  economic  plan. 

I  went  back  to  Texas  and  met  with  students  in  McCallum  High  School  in  Austin. 
I  chose  to  go  to  a  high  school  because  these  young  men  and  women  are  our  coun- 
try's future.  And  this  economic  plan  is  about  their  future.  President  Clinton  knows 
this  well,  because  he  went  to  Chillicothe,  Ohio,  to  do  just  the  same  thing,  talk  with 
students  about  their  future. 

The  students  I  visited  were  interested  in  knowing  if  there  are  going  to  be  jobs  for 
them  when  they  graduate,  good  jobs.  And  they  wanted  to  know  if  they  will  have  the 
same  standard  of  living  as  their  parents. 

Those  are  exactly  the  kinds  of  questions  the  President's  plan  is  designed  to 
answer.  It  will  create  jobs,  bring  our  deficits  under  control,  stop  the  erosion  in  our 
standard  of  living,  and  strengthen  American  leadership  in  our  global  economy. 

The  plans  we  have  developed  to  restore  our  economic  strength  are  as  important 
abroad  as  they  are  to  the  people  of  Austin  or  Chillicothe.  Later  this  week  I'll  be 
going  to  London  for  a  get-acquainted  session  with  my  counterparts  in  the  G7  group. 
They  have  suggested  for  some  time  that  we  put  our  economic  house  in  order.  They 
should  be  pleased  with  our  commitment  to  that  task. 

The  President  has  put  forth  a  balanced,  bold,  and  fair  plan.  It  is  an  investment  in 
America's  future.  The  goal  is  not  only  to  ensure  a  strong  and  enduring  recovery,  but 
also  to  reverse  the  dismal  underlying  trends  of  slow  productivity  growth  and  stag- 
nant incomes. 

The  key  to  improving  our  living  standard  in  the  long  run  is  productivity  growth. 
And  the  key  to  improving  that  is  investment.  Thus,  our  plan  is  designed  to  increase 
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private  investment  in  plant  and  equipment,  public  investment  in  our  infrastructure, 
and  both  public  and  private  investment  in  the  skills  and  knowledge  of  our  work 
force. 

The  plan  has  three  parts.  We  are  proposing  a  modest  stimulus  for  the  immediate 
problems  facing  us;  an  investment  package  to  expand  America's  capacity  to 
produce:  and  a  concrete  deficit  reduction  program,  filled  with  specific  spending  cuts 
and  ta.\  incentives,  to  free  up  money  for  the  investment  we  need. 

I.  SPEEDING  RECOVERY  FROM  THE  RECESSION 

Americans  need  jobs  now.  And  they  need  to  know  that  the  jobs  they  have  will  not 
evaporate,  as  we  have  been  seeing  all  too  often  recently.  The  stimulus  package  is 
both  a  response  to  our  short-term  economic  stagnation  that  has  seen  employment 
growth  falter,  and  a  down  payment  on  longer  term  investments  that  will  create 
more  jobs.  It  has  two  components:  tax  incentives  for  plant  and  equipment,  and 
spending  on  public  infrastructure. 

Although  we  have  seen  encouraging  economic  statistics  recently,  too  many  people 
are  out  of  work.  And  too  many  factories  have  too  little  work  to  do. 

We  now  use  only  19V2  percent  of  our  industrial  capacity.  Even  more  important,  9 
million  workers  are  unemployed — that's  2 'A  million  more  people  out  of  work  since 
when  the  recession  began.  This  recovery  simply  has  not  produced  the  usual  increase 
in  jobs.  As  my  first  chart  shows,  employment  has  risen  only  0.2  percent  since  the 
recovery  began.  Compare  that  to  a  typical  post-war  recovery  where  employment 
would  have  risen  by  6.5  percent. 

Part  of  the  problem  is  that  key  industries  have  been  laying  off  workers  to  become 
leaner  and  more  competitive  internationally.  On  top  of  that,  the  defense  sector  has 
been  downsizing  in  response  to  the  end  of  the  Cold  War.  But  part  simply  reflects  the 
anemic  nature  of  this  recovery.  As  my  next  chart  indicates,  the  annual  rate  of  real 
GDP  growth  has  averaged  only  about  2  percent  in  the  seven  quarters  since  the  re- 
cession technically  ended  in  the  spring  of  1991;  this  compares  to  about  5  percent 
over  comparable  periods  in  past  recoveries. 

We  need  to  ensure  faster  economic  growth  and  we  need  to  create  new  jobs.  The 
$30  billion  stimulus  package  in  the  President's  plan  does  both.  This  stimulus,  how- 
ever, does  not  simply  follow  the  conventional  route  of  cutting  taxes  or  increasing 
spending  to  boost  consumption.  Instead,  it  focuses  on  investment  programs  essential 
to  long-term  growth.  And,  it  will  get  money  into  the  economy  quickly. 

Roughly  half  the  money  goes  for  tax  incentives  to  stimulate  private  sector  invest- 
ment. Specifically,  the  plan  includes  a  temporary  7  percent  incremental  investment 
tax  credit  for  large  businesses,  and  a  permanent  investment  tax  credit — phasing 
down  from  7  percent  to  5  percent  in  two  years — on  investments  by  small  businesses. 
Small  businesses  are  vital  to  our  economy,  since  they  are  the  major  source  of  new 
jobs. 

The  other  half  of  the  stimulus  accelerates  spending  for  programs  that  serve  the 
twin  objectives  of  enhancing  long-term  growth  and  jump-starting  the  economy.  For 
example,  it  increases  spending  for  highways  and  mass  transit  systems,  and  it  invests 
in  disadvantaged  youth  by  creating  roughly  700,000  jobs  this  summer. 

On  a  full-year  equivalent  basis,  the  stimulus  plan  will  create  500,000  new  jobs 
overall.  Americans  need  jobs  now  and  they  deserve  them. 

I  do  not  believe  that  a  stimulus  should  be  passed  without  also  adopting  the  corre- 
sponding reductions  in  spending.  I  look  forward  to  working  with  the  House  and 
Senate  to  take  whatever  procedural  steps  are  necessary  to  see  that  both  packages 
are  passed. 

In  addition,  too  often  we  have  seen  businesses  which  create  jobs  having  trouble 
getting  the  credit  they  need  to  expand.  My  department — in  cooperation  with  the 
Federal  Reserve  and  the  FDIC^is  working  to  alleviate  the  "credit  crunch,"  and  free 
up  capital  for  small  and  medium-sized  businesses.  We  will  take  a  variety  of  regula- 
tory steps  to  encourage  lending  without  jeopardizing  safety  or  soundness,  and  to  in- 
crease the  emphasis  on  equal  credit  opportunities. 

II.  THE  LONGER  RUN 

The  stimulus  package,  and  our  efforts  to  alleviate  the  credit  crunch  are  what  we 
need  to  do  to  tackle  today's  challenge.  Yet  we  all  know  that  that's  only  half  the 
battle. 

The  second  component  of  our  plan  attacks  the  stagnating  productivity  and  wage 
growth.  Output  per  worker  has  practically  ground  to  a  halt  over  the  last  two  dec- 
ades, and  real  wages  have  barely  budged  at  all.  As  a  result,  average  Americans  have 
seen  little  increase  in  their  living  standards.  This  means  that  simply  recovering 
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from  the  recession  is  not  good  enough.  We  not  only  need  to  create  more  jobs,  we 
also  need  better  jobs  with  higher  wages. 

I've  talked  to  families  across  this  country  and  I  know  that  they  are  working 
harder  and  still  having  to  make  do  with  less;  for  many,  their  standard  of  living  con- 
tinues to  fall.  This  is  unacceptable. 

Under-investment — in  private  business  capital,  in  public  infrastructure,  and  in 
the  skills  of  the  American  work  force — has  contributed  to  the  problem. 

As  you  can  see  on  this  next  chart,  America  devotes  a  much  smaller  share  of  its 
Gross  Domestic  Product  to  private  investment  than  other  developed  countries. 
Public  infrastructure  spending  has  declined  from  4.5  percent  of  GDP  in  the  1960's, 
to  3.3  percent  in  the  1970's,  down  to  only  2.6  percent  of  GDP  in  the  1980's.  This  next 
chart  shows  this  decline. 

It  is  not  simply  a  question  of  bricks  and  mortar,  however.  We  need  to  make  much 
greater  investment  in  our  most  important  resource  of  all — our  citizens.  Recent 
trends  have  not  been  encouraging.  For  example,  our  students  repeatedly  score  below 
their  counterparts  in  other  developed  countries  on  math  and  science  tests. 

More  investment  is  critical  to  improving  productivity,  wages,  and  living  stand- 
ards. The  program  contains  two  major  efforts  to  improve  both  public  and  private 
investment. 

The  investment  package  will  start  shifting  the  composition  of  the  Federal  budget 
from  consumption  to  investment.  It  will  expand  America's  capacity  to  produce,  and 
offer  better  opportunities  to  workers.  It  will  bear  fruit  long  after  the  current  recov- 
ery has  been  firmly  established.  The  package  places  special  emphasis  on  education 
and  training,  infrastructure,  and  science  and  technology.  These  are  the  very  things 
that  will  allow  us  to  become  more  competitive  internationally. 

The  proposals  reaffirm  the  investment  themes  President  Clinton  articulated 
during  the  campaign. 

First,  by  1997  the  program  commits  nearly  $19  billion  per  year  to  infrastructure 
improvements.  That  includes  transportation,  the  environment,  rural  projects,  com- 
munity development,  and  technology. 

Second,  President  Clinton  believes  that  in  an  age  of  mobile  production  and  mobile 
capital,  our  most  important  resource  is  our  work  force.  Hence,  by  1997,  the  package 
provides  nearly  $16  billion  annually  for  lifelong  learning,  including  fully  funding 
Head  Start,  and  a  national  service  program.  I  couldn't  be  more  supportive  of  this 
commitment. 

Third,  we  must  reward  work:  anyone  who  works  hard  should  not  have  to  live  in 
poverty.  To  meet  this  goal,  the  program  will  sharply  expand  the  Earned  Income  Tax 
Credit  to  bring  working  families  above  the  poverty  line. 

Now,  some  will  argue  that  these  expenditures  are  not  all  investments,  that  one 
government  program  is  much  like  another. 

This  argument  simply  does  not  hold  water.  There  is  a  big  difference  between 
Head  Start,  which  we  are  fully  funding,  and  a  subsidy  for  honey,  which  we  elimi- 
nate. A  dollar  invested  in  Head  Start  can  avert  as  much  as  $6  in  spending  for  spe- 
cial education,  crime  and  income  support.  We  will  invest  in  the  things  that  improve 
future  living  standards  for  us  and  our  children. 

The  investment  package  also  contains  some  very  significant,  targeted  tax  changes 
to  lead  to  job  creation. 

For  instance,  we  want  to  make  permanent  the  research  and  development  tax 
credit.  That  lets  business  better  plan  research  investments.  Simplifying  the  Alterna- 
tive Minimum  Tax  depreciation  schedule  will  give  business  a  better  return  on  in- 
vestments in  new  equipment.  These  changes  are  intended  both  to  raise  the  invest- 
ments made  in  the  economy,  and  to  help  create  the  8  million  jobs  we  believe  the 
economy  can  generate. 

The  deficit  reduction  package  is  the  third  critical  component  of  our  effort  to  in- 
crease investment  and  enhance  productivity.  The  deficit  affects  every  American, 
every  day.  Its  size  has  eroded  our  living  standard.  It  is  not  some  abstract  concept 
debated  by  economists.  It  means  keeping  the  old  car  another  year  because  your  pay- 
check won't  stretch  for  a  new  one.  It  means  higher  interest  payments  on  mortgages 
and  credit  cards.  It  touches  all  of  us. 

The  large  deficits  that  we  face  seriously  impede  investment  in  our  economy  be- 
cause, when  the  economy  is  not  in  a  recession,  each  dollar  that  the  government  bor- 
rows and  spends  on  consumption  is  a  dollar  not  available  for  private  investment 
that  can  produce  increases  in  our  standard  of  living.  With  large  deficits,  we  must 
either  reduce  our  investment,  or  borrow  from  abroad  to  finance  investment  spend- 
ing. In  the  1980's,  we  did  both. 

Large  annual  deficits  also  produce  a  mountain  of  debt,  and  the  interest  on  that 
debt  accounts  for  an  ever  increasing  share  of  the  government  budget. 
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In  1980,  interest  was  $')'A  billion  and  9  percent  of  total  outlays;  in  1993  we  are 
spending  about  $200  billion  on  net  interest  payments,  14  percent  of  our  budget.  If 
the  status  quo  continues,  in  ten  years  CBO  estimates  that  interest  will  account  for 
nearly  20  percent  of  the  budget.  This  is  simply  unacceptable.  Every  dollar  spent  on 
net  interest  is  a  dollar  that  could  have  been  spent  educating  a  child,  or  training 
unemployed  workers,  or  investing  in  new  technologies. 

The  current  CBO  deficit  forecast  for  1993  is  $310  billion.  Even  once  the  economy 
recovers,  the  structural  deficit  is  projected  to  continue  rising  sharply,  unless  we 
take  steps  to  control  it. 

Rapidly  rising  deficits  and  a  growing  stock  of  outstanding  debt  also  rob  us,  as 
public  officials,  of  any  flexibility  in  controlling  government  expenditures.  With  defi- 
cit increases  out  of  control,  the  day  may  come  when  you  are  arguing  over  only  5 
cents  on  every  dollar  of  outlays.  Spending  on  health  care,  mandatory  programs  and 
interest  will  account  for  the  rest. 

President  Clinton's  plan  to  reduce  the  Federal  deficit  will  reduce  the  drain  on  na- 
tional saving,  free  up  funds  for  investment,  leave  room  in  the  budget  for  critical 
domestic  programs,  and  make  our  Nation  less  dependent  on  foreign  capital.  The 
bold  steps  it  takes  will  bring  deficit  growth  under  control.  By  1997,  when  the  pro- 
gram is  fully  phased  in,  it  will  reduce  the  deficit  by  $140  billion. 

There  is  some  confusion  about  the  size  of  our  deficit  reduction  figure.  Let  me  clar- 
ify the  situation.  The  $140  billion  figure  is  a  net  figure.  Our  deficit  reduction  pack- 
age alone  actually  lowers  the  deficit  in  1997  by  $195  billion.  The  investment  pro- 
gram totals  $55  billion  in  tax  credits  and  new  public  investment  in  1997,  producing 
net  deficit  reduction  of  $140  billion. 

President  Clinton  made  hard  choices  on  spending,  and  he  made  sure  that  the  defi- 
cit reduction  plan  is  balanced.  In  1997,  when  the  plan  is  fully  operational,  roughly 
half  the  savings  will  come  from  spending  cuts  and  half  from  revenues.  In  the  years 
beyond,  the  proportion  of  spending  cuts  remains  at  least  that  high. 

This  administration's  deficit  reduction  plan  differs  from  previous  plans  in  a 
number  of  respects — and  here  I  really  can  speak  from  experience.  I  know  what  it's 
like  to  receive  a  proposal  from  the  Executive  Branch  that  promises  vague  cuts  and 
then  asks  Congress  to  make  all  the  tough  choices.  This  package  doesn't  use  the  rhet- 
oric of  across-the-board  cuts,  while  dodging  the  reality  of  who  gets  hit;  it  offers  150 
specific  cuts.  Furthermore,  the  savings  in  this  plan  are  all  permanent,  not  tempo- 
rary. 

Finally,  this  plan  is  not  based  on  a  "rosy  scenario,"  but  rather  works  off  the  more 
conservative  economic  forecasts  of  the  Congressional  Budget  Office. 

Let  me  give  you  just  a  few  of  the  details  on  the  plan.  We  have  taken  the  first 
steps  to  changing  our  economic  course  within  the  Federal  Government  itself.  It  is 
only  fair  that  if  we  ask  Americans  to  contribute,  that  the  Federal  bureaucracy 
make  the  first  contribution. 

From  the  White  House  on  down,  every  department  and  agency  is  affected.  Presi- 
dent Clinton  has  directed  a  25  percent  reduction  in  the  staff  of  the  White  House, 
and  the  elimination  of  100,000  positions  in  the  Federal  Government  work  force. 

The  personnel  reductions  and  administrative  changes  alone  should  save  $9  billion. 
I'm  taking  my  share  of  these  cuts  at  Treasury.  Through  1997,  we're  cutting  the  cost 
of  running  our  departments  and  agencies  by  14  percent. 

The  fair,  equitable  and  let  me  emphasize  permanent  changes  propose  in  entitle- 
ment programs  will  save  $42  billion  a  year  by  1997.  Let  me  give  you  a  few  examples 
of  the  entitlement  cuts  we  have  made. 

I  understand  the  troubles  that  our  farmers  put  up  with  to  provide  us  with  the 
best  agricultural  products  in  the  world.  But  we  need  to  make  some  changes.  There 
are  some  people  who  farm,  who  also  earn  more  than  $100,000  a  year  from  activities 
that  have  nothing  to  do  with  feeding  or  clothing  Americans.  That  $100,000  is  a  good 
income,  anywhere  in  America.  We  will  end  agricultural  price  supports  to  these  indi- 
viduals. It's  only  fair  that  subsidies  end  for  those  who  do  not  need  them. 

Our  plan  also  will  make  prudent  cuts  in  the  Medicare  provider  payments  without, 
and  let  me  repeat  that,  without  reducing  the  care  available  to  Medicare  benefici- 
aries. Our  plan  does  not  raise  premiums.  And  hopefully,  it  may  reduce  out-of-pocket 
costs  for  middle  and  lower-income  Medicare  beneficiaries. 

The  largest  and  most  sensitive  entitlement  program  of  all  is,  of  course,  social  se- 
curity. We  propose  no  change  in  Social  Security  benefits  or  the  cost-of-living  in- 
creases. But  for  upper-income  recipients,  the  plan  increases  the  percentage  of  their 
Social  Security  benefits  subject  to  tax,  from  50  percent  to  85  percent.  This  brings 
their  tax  treatment  more  in  line  with  the  tax  treatment  of  private  pensions. 
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The  revenues  we  gain  with  this  change  will  go  to  the  Medicare  Trust  Fund.  By 
the  year  2002,  this  fund  may  be  exhausted  if  we  do  not  act.  This  transfer,  together 
with  lower  payments  to  providers,  will  help  extend  the  solvency  of  the  trust  fund. 

Additionally,  by  1997  domestic  non-defense  cuts  should  bring  down  Federal  spend- 
ing by  $20  billion.  And,  we  will  see  $37  billion  savings  with  prudent  reductions  in 
defense  expenditures. 

On  the  revenue  side  of  the  budget,  the  President's  plan  moves  to  restore  equity  to 
our  tax  system.  For  the  last  twelve  years,  the  affluent  have  not  been  paying  their 
fair  share  of  the  cost  of  government.  As  the  chart  shows,  between  1980  and  1993  the 
incomes  of  the  top  1  percent  rose  47.6  percent,  while  their  effective  tax  rate  declined 
by  24.6  percent.  The  Administration's  program  reverses  that  pattern. 

We  will  restore  greater  progressivity  to  the  individual  tax  system,  making  it  far 
more  fair  and  equitable.  The  rate  for  households  with  an  adjusted  gross  income  of 
$180,000  will  rise  from  31  percent  to  36  percent. 

A  surtax  of  10  percent  is  levied  on  those  with  taxable  incomes  of  $250,000  or 
more.  These  changes  will  affect  only  the  wealthiest  1.2  percent  of  American  taxpay- 
ers. These  rate  changes  won't  touch  the  average  American  household  at  all. 

Higher-income  individuals  are  also  required  to  increase  their  payments  under  the 
Medicare  tax.  The  proposal  eliminates  the  current  cap  of  $135,000  on  earnings  sub- 
ject to  the  Hospital  insurance  portion  of  the  payroll  tax.  Again,  revenues  from  im- 
plementing this  proposal  will  be  transferred  to  the  Medicare  trust  fund,  further  ex- 
tending the  period  of  solvency. 

And  we're  asking  corporations  to  pay  their  fair  share.  Almost  40  years  ago,  well 
over  a  quarter  of  the  government's  revenue  came  from  corporate  taxes.  Now,  it's 
just  9  percent.  We  propose  raising  the  top  rate  from  34  percent  to  36  percent  for 
corporations  with  incomes  over  $10  million.  It's  only  going  to  affect  2,700  businesses 
out  of  2.2  million  corporations. 

It's  a  fair  level,  especially  considering  what  some  of  our  competitor  nations 
charge.  Take  a  look  at  what  it  is  in  Japan — 40  percent.  Take  a  look  at  what  it  is  in 
Germany — 50  percent. 

The  plan  also  recognizes  that  there  are  some  deductions,  such  as  business  meals, 
entertainment  and  club  dues,  that  should  be  reduced.  And  we  will  make  certain 
that  foreign  businesses  pay  the  taxes  they  owe  in  the  United  States. 

Finally,  the  plan  includes  a  broad-based  energy  tax.  This  proposal  has  three  im- 
portant goals:  improving  our  environment  by  effectively  taxing  pollution,  reducing 
dependence  on  foreign  oil,  and  cutting  the  deficit. 

Now,  you're  going  to  hear  a  lot  about  how  this  tax  will  affect  American  families. 
The  President  has  been  very  concerned  about  this  issue.  By  making  other  adjust- 
ments, we  were  able  to  ensure  that  the  energy  tax  will  mean  little  or  no  loss  in 
after  tax  income  for  households  with  incomes  of  less  than  $30,000  a  year.  And  it  will 
have  only  a  modest  impact  on  families  making  between  $30,000  and  $100,000. 

In  fact,  if  you  look  at  the  table  we  provided,  you  see  that  the  net  impact  of  the 
entire  revenue  package  on  a  middle-income-family  earning  $40,000  is  under  $17  a 
month — and  that's  in  1997  when  the  program  is  fully  phased  in.  The  President  be- 
lieves that  this  is  a  fair  contribution  to  ask  of  middle-income  households  towards 
reducing  the  deficit. 

We  have  already  seen  that  the  bond  market  is  encouraged  by  our  plan,  and — as 
the  chart  shows — interest  rates  have  come  down  as  a  result.  And  I'm  delighted  that 
Alan  Greenspan  thinks  we're  on  the  right  track. 

Because  of  lower  interest  rates,  a  home  owner  with  a  $100,000  mortgage  who  refi- 
nances or  enjoys  a  floating  rate  mortgage  will  show  a  $60  per  month  saving  in  mort- 
gage interest  expense.  And  new  mortgages  are  being  written  at  these  lower  rates. 
Our  plan  is  already  more  than  paying  off  for  Americans. 

III.  STILL  TO  COME 

The  revenue  increases  and  spending  cuts  in  the  package  will  sharply  reduce  the 
budget  deficit  from  the  levels  projected  by  CBO.  As  I  said  earlier,  in  1997  the  deficit 
will  be  cut  by  $140  billion. 

However,  even  with  the  deficit  reduction  program,  the  deficit  will  begin  to  rise 
again  later  in  the  decade.  The  main  reason  is  the  exploding  cost  of  health  care,  as 
this  next  chart  shows.  This  projected  increase  underscores  the  vital  importance  of 
health  care  reform  to  resolving  the  budget  dilemma. 

Medicare  and  Medicaid  costs  are  the  fastest  growing  element  in  the  Federal 
budget.  And  the  cost  and  availability  of  health  care  are  among  the  most  important 
concerns  of  all  Americans.   If  we  do  nothing  to  control  these  costs,  in  the  next 
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decade  the  increase  in  spending  for  the  Medicare  and  Medicaid  programs  alone  will 
exceed  the  level  of  the  current  deficit. 

We're  searching  for  ways  to  bring  this  problem  under  control.  By  early  May  we 
expect  to  have  a  plan  that  must  be  enacted  quickly.  Bringing  these  costs  under  con- 
trol is  the  key  to  permanently  reducing  the  Federal  deficit. 

We  also  will  offer  legislation  this  spring  to  help  shift  Americans  from  welfare  de- 
pendency to  jobs.  Together  with  our  stimulus,  investment,  and  deficit  reduction 
plans,  these  proposals  will  form  the  basis  of  our  long-term  strategy  to  invest  in 
Americans.  Getting  control  of  health  care  costs,  and  enacting  our  economic  pro- 
gram, are  each  significant  steps  toward  reversing  deficit  growth. 

Finally,  I  am  also  going  to  work  with  the  G7  ministers  who  I'll  be  visiting  with 
this  week.  The  President's  program  will  lay  the  foundation  for  complementary  ac- 
tions by  other  countries  to  ensure  an  expanding  world  economy.  But  the  success  of 
these  efforts  will  largely  depend  on  the  credibility  of  our  domestic  economic  pro- 
gram and  our  commitment  to  reduce  the  deficit.  And,  a  free  and  fair  trading  envi- 
ronment will  help  increase  exports  and  our  prosperity. 

This  is  the  time  for  meaningful  change.  For  the  first  time  in  years,  we  have  a 
plan  that  takes  a  credible  approach  to  the  deficit,  to  investment,  to  our  long-term 
economic  health. 

We  hear  criticisms  that  our  plan  does  not  include  enough  cuts.  But  let  me  tell 
you — we  made  decisions  about  what  to  cut,  at  least  150  of  them.  We  put  our  finger- 
prints all  over  this  plan.  If  those  who  are  critical  of  what  we've  done  have  reduc- 
tions they  want,  let's  have  them  name  exactly  what  they  are.  Step  up  and  join  us  in 
putting  fingerprints  on  our  plan  to  restore  our  economy. 

We  are  anxious  to  do  this  in  a  bipartisan  way,  because  this  is  not  a  Democratic 
economy  or  a  Republican  economy.  It's  an  American  economy.  And  it's  America's 
future  that  is  at  stake. 

Thank  you  very  much. 
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Chairman  Sabo.  Thank  you,  Secretary  Bentsen. 

Dr.  Rivlin,  do  you  wish  to  make  some  comments? 

Dr.  Rivlin.  Yes,  Mr.  Chairman.  I,  too,  am  very  pleased  to  be 
back  here.  I  spent  many  hours  in  this  very  room  when  I  was  Direc- 
tor of  the  Congressional  Budget  Office,  and  I  am  very  pleased  to  be 
back  with  the  House  Committee  on  the  Budget.  We  will  be  working 
closely  with  you  over  the  next  few  weeks  as  we  all  try  to  deliver 
the  program  for  revitalizing  the  economy  that  the  American  people 
deserve. 

I  have  a  very  short  statement,  but  I  won't  read  it.  Let  me  just  re- 
emphasize  a  few  points  that  the  Secretary  has  very  eloquently 
made. 

First,  this  plan  is  an  investment  plan,  a  plan  for  investing  in  our 
future,  in  our  productivity,  in  our  standard  of  living.  That  invest- 
ment emphasis  permeates  all  parts  of  the  plan. 

The  stimulus  package  is  necessary  because  the  economy  is  not  re- 
covering as  strongly  as  we  would  all  like.  The  stimulus  package  is 
a  down  payment  on  longer-term  investments.  It  is  designed  to 
create  up  to  half  a  million  jobs  quickly,  but  it  is  not  a  conventional 
prescription  for  adding  to  consumer  demand  by  cutting  general 
taxes  or  creating  make-work  jobs.  Rather,  the  stimulus  package  is 
an  effort  to  get  a  fast  start  on  needed  long-term  investments  in  the 
public  sector  and  to  provide  tax  incentives  for  immediate  increases 
in  investment  in  large  and  small  businesses. 

Similarly,  what  we  have  called  the  investment  package  is  intend- 
ed to  begin  shifting  the  composition  of  what  the  Federal  Govern- 
ment does  from  consumption  to  investment.  It  works  to  expand 
America's  long-run  capacity  to  produce  through  increased  spending 
on  the  common  resources  that  underpin  the  American  economic 
life,  with  special  emphasis  on  infrastructure,  education,  training, 
and  on  science  and  technology. 

The  deficit  reduction  plan  is  also  a  vital  part  of  our  effort  to  in- 
crease future  productivity  and  living  standards.  As  the  President 
has  repeatedly  pointed  out,  reducing  the  deficit  is  not  an  end  in 
itself.  It  is  not  something  we  do  because  we  have  an  abstractive  af- 
finity to  thrift  or  fiscal  neatness.  We  must  reduce  the  Federal  defi- 
cit to  reduce  the  Government's  drain  on  national  saving,  to  free  up 
funds  for  productivity-enhancing  investments  in  the  private  sector, 
to  lower  long-term  interest  rates,  and  to  make  our  Nation  less  de- 
pendent on  foreign  capital. 

Hence,  the  deficit  reduction  plan  is  a  vital  part  of  our  investment 
emphasis  and  a  way  of  raising  our  own  and  our  children's  standard 
of  living. 

As  the  Secretary  has  emphasized,  we  have  worked  hard  to  put 
together  a  balanced  deficit  reduction  plan.  Apart  from  magic  or  un- 
expected spurts  of  growth,  there  are  only  two  ways  to  reduce  the 
deficit:  We  can  cut  spending,  or  we  can  raise  taxes.  Both  are  con- 
troversial. We  have  attempted  to  put  together  a  balanced  plan. 

We  believe  that  that  plan  is  fair,  that  it  spreads  the  sacrifices 
broadly.  And  we  believe  that  it  contains  many  policies  that  are  de- 
sirable in  themselves,  that  could  be  defended  on  their  merits,  quite 
apart  from  the  need  to  reduce  the  deficit. 

On  the  spending  side,  the  cuts  have  been  aimed  at  low-priority 
programs.  On  the  tax  side,  we  have  attempted  to  pick  taxes  that 
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can  be  defended  either  on  the  grounds  of  fairness  or  on  other 
grounds  such  as  the  energy  tax.  The  energy  tax,  we  believe,  will 
encourage  more  efficient  use  of  energy.  It  will  reduce  pollution.  It 
will  discourage  our  dependence  on  foreign  oil.  And  we  get  some 
revenues  for  reducing  the  deficit. 

We  also  believe  that  the  plan  is  bold,  as  the  Secretary  has  said. 
There  is  no  way  to  reduce  the  deficit  without  offending  someone, 
without  incurring  opposition  of  politically  powerful  groups  and  lob- 
bies. This  administration  has  not  shrunk  from  proposing  necessary 
spending  cuts  or  tax  increases  for  fear  of  offending  powerful  inter- 
ests. 

Finally,  I  believe  this  plan  is  honest,  that  it  has  rejected  smoke 
and  mirrors  and  presents  the  hard  choices  that  are  needed  to  stabi- 
lize our  finances  while  investing  in  our  future. 

I  take  particular  pride  in  the  economic  assumptions.  It  was  inter- 
esting for  a  former  Director  of  the  Congressional  Budget  Office  to 
listen  to  a  standing  ovation  on  the  fioor  for  economic  assumptions. 
I  wouldn't  have  believed  that  was  possible. 

But  I  did  spend  8  years  directing  the  Congressional  Budget 
Office,  and  it  was  a  period  in  which  administrations  of  both  parties 
and  the  Congress  bickered  endlessly  and  confusingly  about  econom- 
ic assumptions.  It  was  really  a  particularly  pleasant  surprise  for 
me.  therefore,  to  have  the  administration  choose  the  Congressional 
Budget  Office's  quite  conservative  economic  outlook  as  a  basis  for 
our  projections. 

We  believe  that  the  economy  will  do  better,  but  we  also  believe 
that  it  is  sensible  for  the  administration  and  the  Congress  to  use 
relatively  conservative,  possibly  pessimistic  economic  assumptions 
as  a  starting  point  for  the  choices  that  we  all  have  to  make. 

Finally,  let  me  emphasize  the  point  that  the  Secretary  has  also 
made  that  this  package  of  stimulus,  investment,  and  deficit  reduc- 
tion is  only  a  beginning.  There  are  other  things  that  we  have  to  do 
to  get  our  economy  in  the  shape  that  we  would  all  like  to  see  it. 
And  one  of  the  most  important  ones  is  health  policy  reform.  Unless 
we  get  control  of  health  costs,  our  deficits  will  rise  in  the  future  no 
matter  what  we  do,  and  that  is  the  next  major  agenda  item  beyond 
this  one. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Dr.  Alice  M.  Rivlin  follows:] 

Prepared  Statement  of  Hon.  Alice  M.  Rivlin,  Deputy  Director,  Office  of 

Management  and  Budget 

Mr.  Chairman,  I'm  delighted  to  be  back  before  the  House  Committee  on  the 
Budget  and  to  join  Secretary  Bentsen  in  explaining  the  Administration's  economic 
plan.  All  of  us  look  forward  to  working  closely  with  the  Committee  over  the  next 
few  weeks.  We  will  all  be  working  rapidly  and  intensively  to  deliver  the  program  for 
revitalizing  the  economy  that  the  American  people  deserve. 

I  would  like  briefly  to  call  attention  to  several  key  features  of  the  President's 
plan.  First  and  foremost,  the  overarching  theme  of  the  President's  plan  is  invest- 
ment for  the  future.  The  Administration  hopes,  not  only  to  ensure  a  strong  and  du- 
rable recovery  from  the  recession,  but  to  reverse  the  underlying  economic  trends — 
slow  productivity  growth,  stagnant  incomes,  and  growing  inequality — that  have  un- 
dermined confidence  in  the  future  of  the  American  economy.  The  plan  is  based 
squarely  on  a  fundamental  premise  of  Clinton  Administration  policy:  Productivity 
growth  is  the  key  to  our  long-term  standard  of  living,  and  investment  is  the  key  to 
productivity  growth.  Accordingly,  the  plan  aims  to  increase  investment  very  broadly 
defined — investment  in  both  the  public  and  private  sectors,  and  in  both  physical 
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capital  and  people's  skills  and  knowledge.  This  investment  orientation  is  the  prism 
through  which  each  component  of  the  President's  proposals  should  be  viewed. 

The  stimulus  package  is  a  downpayment  on  longer  term  investments.  It  focuses 
on  increasing  spending  for  programs — from  highways  to  high-tech  research,  from 
community  development  to  child  nutrition — that  are  vital  for  long  term  growth,  yet 
which  also  present  an  opportunity  to  create  jobs  and  jumpstart  the  economy.  This 
stimulus  package  is  designed  to  create  up  to  half  a  million  new  jobs  quickly.  It  is 
not,  however,  a  conventional  prescription  for  adding  to  consumer  demand  by  cutting 
general  taxes  or  creating  make-work  jobs.  Rather,  the  stimulus  package  is  an  effort 
to  get  a  fast  start  on  needed  long-term  investments  in  the  public  sector  and  to  pro- 
vide tax  incentives  for  immediate  increases  in  investment  by  large  and  small  busi- 
nesses. 

The  investment  package  is  intended  to  begin  shifting  the  composition  of  Federal 
expenditures  from  consumption  to  investment.  It  works  to  expand  America's  long 
run  capacity  to  produce  through  increased  spending  on  the  common  resources  that 
underpin  American  economic  life — with  special  emphasis  on  infrastructure,  educa- 
tion and  training,  and  science  and  technology. 

The  deficit  reduction  plan  is  also  a  vital  part  of  the  effort  to  increase  future  pro- 
ductivity and  living  standards.  The  President  has  repeatedly  pointed  out  that  deficit 
reduction  is  not  an  end  itself  or  something  we  should  do  because  we  have  an  ab- 
stract affinity  for  thrift  or  fiscal  neatness.  We  must  reduce  the  Federal  deficit  to 
reduce  the  government's  drain  on  national  saving,  to  free  up  funds  for  productivity 
enhancing  investments  in  the  private  sector,  to  lower  long  term  interest  rates,  to 
make  our  Nation  less  dependent  on  foreign  capital.  As  you  know,  private  invest- 
ment can  be  funded  from  only  two  sources:  our  own  domestic  savings  and  the  sav- 
ings of  foreigners.  In  recent  years,  our  national  savings  rate  has  been  extremely 
low,  both  compared  to  other  industrial  nations  and  with  our  own  earlier  history.  A 
major  culprit  has  been  the  Federal  budget  deficit,  which  since  the  late  1970's  has 
diverted  more  than  half  of  our  meager  savings  away  from  private  investment  and 
into  public  consumption.  As  a  result,  we  have  had  a  low  rate  of  private  investment 
and  we  have  had  to  borrow  foreign  savings  to  keep  investment  even  at  these  de- 
pressed levels.  Hence,  deficit  reduction  must  be  seen  as  a  vital  part  of  a  national 
plan  to  enhance  investment  and  raise  our  own  and  our  children's  standard  of  living. 

Let  me  say  a  few  words  about  the  deficit  reduction  plan  itself.  We  believe  it  meets 
all  the  criteria  that  a  credible  attack  on  the  deficit  should  meet.  First  the  plan  is 
balanced.  Apart  from  magic  or  unexpected  spurts  of  growth,  there  are  only  two 
ways  to  reduce  the  deficit — spending  can  be  cut  or  taxes  can  be  raised.  Both  are 
controversial  and  bound  to  arouse  vociferous  opposition.  We  have  attempted  to  put 
together  a  balanced  plan  for  deficit  reduction  that  relies  on  broad-based  spending 
cuts  as  well  as  tax  increases. 

We  believe  the  plan  is  fair.  It  spreads  the  necessary  sacrifices  broadly.  It  does  not 
bear  heavily  on  any  one  group  or  region  or  industry.  The  proposed  spending  cuts  do 
not  fall  on  the  most  vulnerable  members  of  our  society,  but  on  those  best  able  to 
shoulder  the  cost.  The  tax  increases  included  in  the  plan  fall  disproportionately  on 
affluent  groups.  They  place  a  fair  share  of  the  burden  of  deficit  reduction  on  those 
who  profited  the  most  from  the  uneven  distribution  of  gains  in  the  1980's  and  who 
enjoyed  the  greatest  reduction  in  their  share  of  the  burden  of  Government. 

We  believe  that  the  specifics  of  the  plan  contain  many  desirable  policies  that 
could  be  defended  on  their  merits,  quite  apart  from  the  need  to  reduce  the  deficit. 
On  the  spending  side,  cuts  have  been  aimed  at  low-priority  programs.  The  purpose 
of  deficit  reduction  is  to  transfer  resources  within  the  economy  from  low-priority 
uses  to  additional  public  and  private  investments  that  add  more  to  our  economic 
strength.  A  changing  world  makes  some  Government  programs  obsolete — ^just  as  it 
leaves  some  private  businesses  in  abandoned  corners  of  the  marketplace.  The  Ad- 
ministration proposes  to  rationalize  or  eliminate  programs  that  have  outlived  their 
usefulness;  that  provide  unnecessary  or  excessive  subsidies  to  narrow  groups  at 
great  expense  to  society  at  large;  or  that  reduce  the  overall  efficiency  of  Govern- 
ment. Continued  support  of  such  programs  weighs  down  the  economy  as  a  whole 
with  a  burden  that  can  only  grow  in  the  future.  It  is  time  to  put  the  national  inter- 
est ahead  of  the  special  interests.  On  the  tax  side,  the  proposed  new  tax  on  energy 
will  encourage  socially  responsive  behavior  such  as  energy  conservation  and  envi- 
ronmental protection. 

We  also  believe  that  the  plan  is  bold.  There  is  no  way  to  reduce  the  deficit  with- 
out incurring  the  opposition  of  politically  powerful  groups  and  lobbies.  This  Admin- 
istration has  not  shrunk  from  proposing  necessary  spending  cuts  or  tax  increases  for 
fear  of  offending  powerful  interests.  Deficit  reduction  is  essential  to  the  economic 
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health  of  the  Nation,  and  all  groups  must  contribute  to  the  solution  of  this  common 
problem. 

Much  of  the  deficit  reduction  that  we  propose  can  and  should  be  legislated  in  this 
fiscal  year.  Some  of  it,  however,  will  depend  upon  actions  in  later  years  that  cannot 
be  determined  now.  For  this  reason,  we  propose  an  extension  of  the  Budget  Enforce- 
ment Act  of  1990  to  set  the  conditions  for  decision  in  the  future;  and  we  also  pro- 
pose an  enhanced  rescission  procedure  that  will  give  this  President — and  all  future 
Presidents — the  opportunity  to  require  a  simple  majority  vote  on  individual  spend- 
ing items.  These  procedural  changes  will  safeguard  the  deficit  reduction  we  need. 

Finally,  the  plan  is  honest.  It  rejects  smoke  and  mirrors  and,  instead,  presents  the 
hard  choices  needed  to  stabilize  our  finances  while  investing  in  our  future.  No  one 
relishes  the  prospect  of  pay  freezes  on  government  employees,  tax  increases  on 
social  security  recipients,  or  eliminating  outdated  programs  that  are  nonetheless 
much  loved  by  those  who  gain  from  them,  and  by  their  friends  here  in  Washington. 
But  a  leader  must  make  those  choices.  President  Clinton  has  offered  a  clear  set  of 
proposals.  Others  may  have  different  priorities,  but  anyone  rejecting  this  set  of  pro- 
posals should  offer  alternatives. 

Finally,  let  me  say  a  word  about  the  economic  assumptions.  For  much  of  the  eight 
years  that  I  spent  directing  the  Congressional  Budget  Office,  the  Congress  and  ad- 
ministrations of  both  parties  bickered  endlessly  and  confusingly  about  economic  as- 
sumptions. Both  the  Congress  and  these  various  administrations  frequently  avoided 
hard  choices  by  choosing  optimistic  economic  forecasts  as  a  basis  for  their  budget 
estimates. 

It  was,  therefore,  a  particularly  pleasant  surprise  for  me  to  be  part  of  the  first 
Administration  to  choose  the  Congressional  Budget  Office's  economic  outlook  as  the 
basis  for  its  own  economic  planning.  President  Clinton  chose  to  use  the  Congression- 
al Budget  Office's  forecast — and  he  made  this  decision  himself — for  two  reasons. 
First,  confusion  is  greatly  reduced  if  the  Administration  and  the  Congress  are  work- 
ing off  the  same  set  of  economic  projections.  Second,  and  far  more  important,  the 
Administration  wanted  to  choose  economic  assumptions  that  were  cautious  and  con- 
servative, perhaps  even  a  bit  pessimistic.  The  Clinton  Administration  is  not  operat- 
ing off  a  "rosy  scenario."  In  a  sense,  we  stacked  the  deck  against  ourselves  by  using 
economic  assumptions  that  made  it  more  difficult  to  show  substantial  deficit  reduc- 
tions. We  believe  this  choice  sets  the  stage  for  a  serious  dialogue  with  the  Congress. 
We  hope  the  results  will  be  a  strong  plan  for  revitalizing  the  American  economy 
and  reducing  the  deficit  as  rapidly  as  is  consistent  with  healthier  economic  growth. 

The  chart  attached  to  my  testimony  shows  clearly  the  deficit  dilemma  that  faces 
us  as  we  look  a  decade  ahead.  The  top  line  shows  that  deficits  will  rise  rapidly  after 
1996  if  we  do  not  change  course.  The  second  line  shows  what  would  be  accomplished 
even  on  rather  pessimistic  economic  assumptions  if  President  Clinton's  plan  were 
enacted.  The  deficit  would  decline  significantly,  although  it  would  begin  to  rise 
again  in  the  latter  part  of  the  decade.  The  third  line  shows  that  even  greater 
progress  would  be  made  if,  as  we  expect,  the  economy  responds  favorably  to  the  poli- 
cies we  propose.  The  chart  does  dramatize,  however,  the  points  the  President 
stressed  last  night:  the  vital  importance  of  health  care  reform  to  our  budget  dilem- 
ma. Even  with  our  aggressive  goal  of  halving  the  deficit  as  a  share  of  GDP  in  four 
years — and  even  if  the  economy  responds  favorably — our  work  will  be  by  no  means 
complete.  Only  the  bottom  line,  which  assumes  reduced  health  care  cost  growth, 
shows  a  long  run  reduction  in  the  deficit. 

Without  health  reform,  our  structural  deficit  begins  to  soar  again  late  in  the 
decade.  Our  short  term  measures  to  contain  these  skyrocketing  costs — which  are 
targeted  to  hit  providers  almost  exclusively,  rather  than  Medicare  beneficiaries — 
are  a  sound  but  not  sufficient  step.  As  you  begin  your  deliberations,  I'd  urge  you  to 
remember  that  the  Administration's  health  reform  proposals  will  thus  be  crucial 
not  only  for  health,  but  for  the  deficit  and  the  economy. 

Thank  you,  Mr.  Chairman. 
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Chairman  Sabo.  Thank  you. 

Mr.  Secretary,  it  strikes  me  that  one  of  the  most  striking  things 
about  your  program  and  its  reaction  has  been  what  has  happened 
to  the  capital  market  since  you  have  announced  the  program.  You 
made  reference  to  its  impact  on  mortgage  rates.  I  am  just  curious 
what  your  judgment  is  on  the  change  in  long-term  interest  rates 
and  its  impact  on  private  investment  in  this  country. 

Secretary  Bentsen.  Mr.  Chairman,  there  is  no  question  but  that 
it  helps  to  see  this  kind  of  a  reduction  and  to  see  it  hit  new  lows 
yesterday  in  the  bond  market.  What  it  does  for  small  business,  and 
big  business,  too,  it  means  that  they  are  going  to  be  able  to  build 
more  plants,  with  increased  productivity,  with  the  long-term  inter- 
est rates  down  and  on  the  other  side  an  investment  tax  credit  to 
encourage  that. 

It  also  means  for  small  business  being  able  to  borrow  capital  at 
lower  costs  to  them  and  being  able  to  buy  that  equipment  when  we 
are  talking  about  a  7  percent  investment  tax  credit  for  the  first  2 
years  and  then  a  permanent  5  percent  one. 

Coupling  those  things  together  really  ought  to  create  a  lot  of 
jobs,  and  that  is  very  important.  Because  as  we  have  seen  a  down- 
sizing and  restructuring  of  major  companies,  what  we  are  seeing  is 
small  business  ready  to  move.  So  what  we  are  also  talking  about  is 
addressing  som.e  of  the  credit  crunch,  trying  to  assist  in  that 
regard,  too. 

Chairman  Sabo.  One  of  the  concerns  many  of  us  had  as  this  pro- 
gram was  evolving,  which  clearly  involves  some  fiscal  constraint, 
was  the  reaction  of  the  Federal  Reserve  as  it  related  to  monetary 
policy.  I  noticed  Mr.  Greenspan  has  indicated  he  thinks  you  are  on 
the  right  track;  in  total,  may  not  agree  with  detail. 

I  am  just  curious  what  kind  of  ongoing  coordination  you  do  have 
with  the  Federal  Reserve  so  that  we  clearly  have  a  monetary  policy 
which  will  accommodate  your  fiscal  policy. 

Secretary  Bentsen.  Well,  let  me  say  that  the  Chairman  of  the 
Federal  Reserve  and  I  have  worked  together  for  many  years  on  a 
number  of  things,  and  I  have  reinstated  the  weekly  meetings  with 
the  Chairman  of  the  Federal  Reserve;  and  in  addition  to  that,  we 
supplement  that  one  with  phone  calls. 

What  you  have  seen  on  the  part  of  the  Chairman  is  his  saying 
that  they  are  for  sustained,  long-term  growth  without  inflation. 
And  we  share  that  kind  of  a  commitment,  and  that  is  what  we  are 
striving  for. 

The  other  thing  insofar  as  trying  to  help  on  the  credit  crunch 
and  some  of  the  problems  of  bank  regulation,  we  are  working  with 
them  now,  with  the  Federal  Reserve  and  the  FDIC  and  Treasury, 
trying  to  come  up  with  some  proposals  that  we  think  will  assist  in 
that  regard. 

Chairman  Sabo.  Dr.  Rivlin,  if  I  might,  my  good  friend  Mr. 
Kasich  had  a  chart  with  lots  of  numbers,  and  I  don't  quite  follow 
his  numbers.  Let  me  just  review  briefly  with  you  what  the  basic 
numbers  of  this  budget  are. 

In  1997,  as  I  understand  it,  the  budget  presented  to  us  reduces 
the  deficit  by  $140  billion? 

Dr.  Rivlin.  That  is  right. 
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Chairman  Sabo.  We  have  a  combination  of  spending  cuts  and 
revenue  increases  roughly  50-50  over  the  4-year  period  which  equal 
$490  to  $500  billion. 

Dr.  RiVLiN.  Right.  The  mix  of  spending  cuts  and  tax  increases 
changes  over  time,  and  by  1997  we  have  more  spending  cuts  than 
tax  increases. 

Chairman  Sabo.  Okay.  Then  you  also  have,  as  you 

Mr.  Shays.  Could  she  show  us  that? 

Chairman  Sabo.  You  will  get  your  questions. 

The  fact  is  that  there  is  a  quarrel  over  how  fees  are  allocated. 
Historically  they  have  been  considered  spending  reductions,  have 
they  not,  on  domestic  discretionary  programs? 

Dr.  RivLiN.  Yes,  they  have. 

Chairman  Sabo.  Then  you  also  have  a  basic  assumption  that  we 
need  to  invest  more  in  this  country  both  in  the  public  and  the  pri- 
vate sector.  Is  that  not  a  basic  foundation  of  this  budget? 

Dr.  RiVLiN.  It  certainly  is. 

Chairman  Sabo.  And  some  of  those  investments  are  encouraged 
in  the  private  sector  through  the  Tax  Code  and  through  reduced 
interest  rates?  Is  that  accurate? 

Dr.  RiVLiN.  Right. 

Chairman  Sabo.  And  then  you  also  make  a  judgment  that  there 
are  certain  investments  we  need  to  make  in  the  public  sector,  in- 
frastructure, and  education  and  training  of  our  people.  Is  that  not 
accurate? 

Dr.  RiVLiN.  That  is  right. 

Chairman  Sabo.  Some  of  these  expenditures  are,  I  suppose,  what 
people  call  social  expenditures.  They  are  related  to  Head  Start, 
WIC  with  the  young  children.  I  suppose  in  one  sense  they  are,  too, 
but  I  assume  the  reason  for  your  priority  is  that  your  evidence  sug- 
gests that  beginning  kids  off  on  a  sound  footing  leads  to  much  more 
productive  citizens  in  the  years  ahead,  as  well  as  doing  the  right 
thing. 

Dr.  RiVLiN.  That  is  right,  Mr.  Chairman.  We  think  that  children, 
young  people,  particularly  those  who  would  otherwise  have  poor 
skills  coming  into  the  labor  force,  are  one  of  the  best  investments 
the  Nation  can  make. 

Chairman  Sabo.  A  question  either  to  the  Secretary  or  Dr.  Rivlin. 
We  talk,  I  suppose,  about  the  numbers  and  interest  and  lower  in- 
terest and  more  capital  and  all  of  these  things  which  relate  to  our 
future  well-being.  As  you  deal  with  and  observe  other  economies 
around  the  world,  what  is  your  judgment  on  the  degree  that  we 
have  a  skilled  workforce  in  this  country?  And  of  what  relevance  is 
that  to  our  future  economic  well-being  in  contrast  or  in  conjunction 
to  what  we  are  doing  with  interest  rates  and  more  availability  of 
capital? 

Secretary  Bentsen.  Well,  I  might  make  one  comment,  and  per- 
haps Dr.  Rivlin  would  like  to  add  to  it.  But  in  chairing  the  Finance 
Committee,  I  had  before  me  an  industrialist  from  Germany.  And  I 
said,  "If  you  could  tell  me  one  thing  that  you  think  gives  you  a 
competitive  edge  internationally,  what  would  it  be?"  And  he  said, 
"Our  apprenticeship  program,  where  we  find  young  people  that  are 
thinking  they  don't  want  to  go  to  college  for  one  reason  or  another, 
and  we  bring  them  into  a  job  where  they  can  see  a  future,  where 
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they  have  a  role  to  fill,  where  they  will  have  a  reasonable  standard 
of  living.  And  they  develop  those  skills  in  that  job."  He  said,  "That 
has  been  very  effective  for  us."  Part  of  that  is  what  we  are  talking 
about  in  the  investment  program. 

We  do  not  neglect  consumption  but  what  we  are  trying  to  do  is 
move  more  toward  investment.  That  isn't  to  say  that  all  consump- 
tion incentives  are  bad  or  all  long-term  investments  are  good.  But 
on  the  balance,  we  certainly  have  to  move  toward  investment  and 
away  from  consumption,  I  think. 

Chairman  Sabo.  Thank  you. 

Mr.  Kasich? 

Mr.  Kasich.  Thank  you,  Mr.  Chairman. 

Let  me  say  off  the  bat  that  the  numbers  that  I  am  presenting  are 
not  my  numbers.  They  are  your  numbers  and  your  charts  and  your 
statistics. 

Let  me  say.  Senator,  that  I  keep  getting  disturbed  by  the  claim 
that  this  is  a  balanced  package.  It  would  be  a  great  balanced  pack- 
age if  it  was  balanced,  but  if  you  say  it  over  and  over  and  over  and 
over  again,  it  doesn't  mean  that  it  will  become  balanced. 

Let  me  just  run  through  the  numbers,  because  the  American 
people  are  not  aware  of  this.  And  these  are  your  numbers.  These 
are  not  my  numbers.  I  am  not  making  anything  up  here.  In  1994, 
under  spending  reductions,  you  take  $7  billion  out  of  defense  and 
$8  billion  out  of  non-defense;  that  gives  you  a  total  of  $14  billion  in 
cuts.  But  you  have  spending  increases. 

Remember  when  you  were  on  Brinkley  and  you  laid  out  the  $150 
billion  in  cuts.  You  didn't  lay  out  the  other  piece  of  it,  which  is  the 
spending  increases.  And  this  illustrates  it  very  well  because  in  the 
first  year  you  have  $15  billion  worth  of  spending  increases,  which 
comes  to  a  net  spending  change  of  almost  $1  billion  in  increased 
spending. 

Now,  you  have  in  there  $3  billion  in  social  security  taxes,  which 
Mrs.  Rivlin  will  say  is  not  a  tax,  and  we  can  put  that  number  any- 
where you  really  want  to  put  it.  Frankly,  it  is  a  tax.  You  have  got 
user  fees,  which  we  calculate  as  revenue.  I  mean,  I  don't  know  how 
else  you  would  calculate  it.  Then  you  have  got  new  taxes  of  $46  bil- 
lion, which  comes  to  a  total  of  $50  billion  in  new  taxes.  You  take 
the  tax  incentives  out  that  you  put  in  your  package,  and  you  come 
up  with  a  net  revenue  change  of  $37  billion.  You  have  got  $37  bil- 
lion worth  of  new  taxes  and  $1  billion  worth  of  new  spending  in- 
crease. 

Now,  I  mean,  I  can't  change  that.  I  wish  we  could.  I  mean,  I  am 
going  to  try  to  change  it.  But  these  are  your  numbers.  That  means 
that  in  the  first  year — not  in  1997,  Doctor.  1997,  that  is  that  old 
song,  "Tomorrow,  tomorrow."  Do  you  remember  that?  It  is  always 
tomorrow.  But  in  the  first  year,  the  year  that  we  can  actually 
impact,  you  have  got  no  spending  cuts. 

Now,  let's  go  to  1995.  In  1995,  you  have  $30  billion  worth  of 
spending  reductions.  But  you  have  $28  billion  worth  of  spending  in- 
creases. 

Now,  that  gives  you  a  net  spending  reduction  of  $2  billion.  So  be- 
tween 1994  and  1995,  the  administration  is  proposing  $1  billion  in 
cuts,  but  let's  see  here,  that  would  add  up  to  about  $84  billion  in 
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taxes.  So  you  have  got  $84  billion  in  taxes  in  the  first  2  years  of 
your  plan  and  SI  billion  in  cuts.  And  you  say  that  is  balanced. 

Now,  I  know  you  don't  think  that  is  balanced,  and  I  know  you — 
as  Mr.  McMillan  said — sound  like  a  minister  making  a  sermon  he 
doesn't  really  believe  in. 

When  you  go  out  to  the  fourth  year  where  Dr.  Rivlin  says  that 
there  are  more  cuts  than  there  are  taxes,  that  is  also  not  accurate. 
And  as  many  times  as  you  want  to  say  it,  the  proof  is  not  in  the 
pudding.  Where  the  rubber  meets  the  road,  it  is  not  there.  In  fact, 
it  is  $2.40  in  more  taxes  for  every  $1  in  spending. 

And  here  is  the  sad  fact.  The  sad  fact  is  that  spending  for  domes- 
tic programs,  for  non-defense  programs,  goes  up  by  $24  billion 
under  your  program.  The  net  spending  reductions.  Senator,  are 
only  $51  billion  over  4  years.  You  have  got  $238  billion  in  taxes 
and  $51  billion  in  spending  cuts. 

That  isn't  balanced.  That  isn't  a  one-for-one,  a  two-for-one,  a 
three-for-one.  Really,  between  1994  and  1997,  it  is  $4.70  of  taxes  for 
every  $1  in  cut.  And  the  only  thing  you  really  cut  is  defense.  That 
is  the  only  part  of  this  program  that  gets  reduced. 

Now,  Senator,  I  would  like  you  to  explain  to  me  seriously,  be- 
cause I  don't  think  you  got  your  way  in  this  program  either.  I  fol- 
lowed you  in  the  Senate.  I  respect  you,  your  work  in  the  Senate. 
You  were  always  counted  on  to  support  Ronald  Reagan,  for  exam- 
ple, in  the  Senate. 

Secretary  Bentsen.  Not  always. 

[Laughter.] 

Mr.  Kasich.  You  supported  the  Reagan  program,  and  I  know  you 
are  going  to  come  back  and  say  there  needs  to  be  some  adjust- 
ments. And  I  don't  disagree  with  what  you  might  say  on  that,  but  I 
don't  want  to  get  off  the  track.  You  present  this  program 

Secretary  Bentsen.  Congressman,  you  are  off  the  track. 

Mr.  Kasich.  Well,  let  me  say  this  to  you.  Senator.  On  Sunday, 
George  Will  said  to  you,  "You  supported  the  Reagan  tax  cut  plan." 
And  you  said,  "Well,  it  created  some  disparities."  And  perhaps  it 
did.  Perhaps  there  needs  to  be  some  changes  on  that.  And  I  don't 
disagree  with  you  on  that.  But  on  what  I  will  disagree  with  you  is 
your  characterization  that  this  is  a  balanced  plan. 

Now,  how  can  you  call  it  a  balanced  plan  when  in  the  first  2 
years  you  get  $1  billion  worth  of  spending  cuts  and  884  billion 
worth  of  tax  increases?  How  can  you  label  that  balanced? 

Secretary  Bentsen.  Oh,  good.  Let  me  say,  Congressman,  you 
have  used  our  numbers.  That  is  true.  But  you  have  totally  changed 
the  concept  in  what  they  do. 

Now,  when  you  talk  about  the  benefit  cuts  on  social  security  as 
being  tax  revenues  and  say  how  could  you  interpret  them  other- 
wise, the  Reagan  administration  did.  When  they  subjected  50  per- 
cent of  those  benefits  to  taxes,  they  listed  those  as  benefit  cuts,  not 
as  tax  increases,  and  we  are  following  that  too.  Now 

Mr.  Kasich.  CBO  scores  it  as  cut.  Senator 

Secretary  Bentsen.  Just  a  minute.  Let  me 

Mr.  Kasich.  I  mean  as  a  tax. 

Secretary  Bentsen.  Yes.  Now  let's  get  to  the  other.  Let's  get  to 
fees.  If  you  look  at  the  1990  budget  agreement,  those  fees  are  not 
listed  as  tax  increases.  Those  fees  are  voluntary  fees.  They  can  pick 
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the  subject.  They  can  go  to  the  park.  Or  they  don't  have  to  go.  And 
those  were  listed  as  savings  in  the  1990  budget  agreement.  And  on 
the  scoreboard,  it  is  so  scored  by  CBO  and  0MB. 

Now,  you  get  to  the  earned  income  tax  credit.  That  was  used  as 
an  offset.  And,  again,  it  was  used  as  an  offset  in  the  past.  And  that 
is  what  we  have  done  again.  So  you  have  renamed  these  things. 
That  is  what  you  have  done.  And  I  have  cited  you  time  and  time 
again  where  it  has  been  done  just  as  we  have  done  it  here.  So  we 
do  get  to  the  50-50  between  tax  increases  and  savings. 

Now,  let  me  make  another  point  insofar  as  1994  is  concerned. 
Part  of  the  problem  you  have  in  that  instance  is  in  the  rapidity 
with  which  you  make  those  cuts  and  not  trying  to  be  too  disruptive 
along  the  way. 

Let's  take  defense  cuts,  for  example.  We're  talking  about  making 
deeper  cuts  than  the  Bush  administration,  and  I  might  say,  by  the 
way,  even  on  the  Bush  defense  program,  with  those  cuts,  a  lot  of 
those  still  have  to  be  enacted.  We  could  have  argued  that  we 
should  get  credit  for  that  because  they  are  not  done  without  addi- 
tional action  by  the  Congress.  But  we  didn't  do  that.  We  didn't  take 
that  credit.  And  even  without  that,  we  still  have  the  140. 

But  if  you  make  major  defense  cuts  at  the  very  beginning,  frank- 
ly, I  think  that  is  too  disruptive.  I  think  it  concerns  our  national 
security  situation.  And  I  felt  it  was  not  the  proper  thing  to  do.  But 
by  1997,  we  have  accomplished  these  things,  and  we  have  built 
them  in,  and  after  that.  So  the  140  is  a  valid  cut. 

Mr.  Kasich.  Senator,  let  me  respond  to  that  because  it  is  a  very 
good  point,  what  you  are  trying  to  say.  But  the  problem  is,  first  of 
all,  the  CBO  is  being  held  out  as  the  scoring  mechanism.  That  is 
what  the  President  said,  and  he  kind  of  talked  the  Republicans 
down  in  his  State  of  the  Union.  See,  the  problem  is  the  social  secu- 
rity tax  is  scored  by  CBO  as  a  tax  increase.  You  now  want  to  use  it 
as  a  spending  cut. 

Now,  I  am  using  your  CBO.  I  am  not  making  it  up.  CBO  calls  it  a 
tax  increase.  But  let's  just  have  it  your  way.  Let's  have  it  your 
way.  Let's  call  the  social  security  taxes  a  spending  cut. 

Well,  take  the  $3  billion  out  of  here  and  put  it  up  here.  Senator, 
and  you  know  what  that  gives  you?  That  gives  you  $2  billion  in 
cuts  in  the  first  year.  So  you  are  $36  billion  worth  of  tax  increases 
and  82  billion  cuts  using  your  math.  And  when  you  translate  this 
all  the  way  around,  it  turns  out  to  be  precisely  what  I  said. 

If  you  want  to  take  the  $21  billion  out  of  taxes  and  put  it  up 
here,  you  still  are  in  a — if  you  take  all  the  social  security  taxes 
that  you  want  to  count  as  a  cut  and  move  it  from  where  we  have  it 
up  top,  you  know  what  you  end  up  with?  You  end  up  with,  instead 
of  $51  billion  worth  of  spending  cuts,  you  end  up  with  $86  billion 
worth  of  spending  cuts,  and  your  taxes  are  still  well  over  $200  bil- 
lion. You  can't  keep  saying  it  is  balanced  when  it  doesn't  bear  out, 
and  saying  in  the  out-years  it  is  one-for-one,  it  isn't  true. 

Now,  those  are  your  numbers,  and  I  am  willing  to  sit  here  all 
day  and  talk  to  you  about  these  numbers.  They  are  yours,  not 
mine.  You  can  move  them  into  the  other  areas,  but  the  simple  fact 
of  the  matter  is  that  your  taxes  are  just  incredibly  overwhelming. 

Take  the  first  2  years,  36  to  2.  In  the  second  year,  oh,  we  may 
have  tax  increases  to  spending  all  the  way  down  to  $20  in  tax  in- 
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creases  for  every  $1  in  cut.  Even  if  I  go  with  your  mathematics, 
that  is  not  balanced,  Senator,  in  anybody's  book. 

The  final  area  I  want  to  ask  you  about  is  taxes.  The  President 
comes  out  to  Ohio,  and  he  talks  about  a  VAT  tax.  They  say  it  is  a 
trial  balloon.  Well,  we  aren't  really  serious  about  the  VAT  tax. 

Then  I  read  in  the  paper  that  Mr.  Panetta  is  talking  about  the 
sin  taxes.  He  is  over  in  the  Senate  talking  about  the  sin  taxes. 

And  then  I  pick  up  this  Treasury  report  on  the  Clinton  plan  that 
says  that  the  Department  is  proposing  taking  back  investment  tax 
credits  if  companies  don't  behave  properly.  It  says,  in  another  sur- 
prise to  many  tax  experts,  "The  Department  proposes  taking  back 
in  future  years  some  investment  tax  credits  if  companies  squeeze 
an  inordinate  amount  of  investment  into  1993  and  1994,  the  2 
years  for  which  the  credit  is  available,  then  slash  investment." 

Now,  we  have  had  talks  about  VAT;  we  have  had  talks  about  sin 
taxes;  now  we  are  talking  about  recapturing  investment  tax  cred- 
its. I  mean,  you  know,  human  behavior  gets  affected,  but  it 
seems — it  does  get  affected.  That  is  why  the  boat  tax  had  to  be  re- 
pealed. We  didn't  collect  any  revenue  from  the  boat  tax. 

But  my  question  to  you  is:  Why  is  it  that  every  time  we  hear  an 
administration  official  talk  now  about  solving  the  problem,  it  in- 
volves some  kind  of  an  additional  tax  increase?  And  don't  you 
think  that  the  tax  increases,  as  Martin  Feldstein  says  this  morning 
in  the  Wall  Street  Journal,  is  going  to  lead  to  wider  deficits?  Don't 
big  tax  increases  slow  the  economy  down?  Isn't  that  precisely  the 
wrong  medicine  to  apply  to  an  economy  today  in  light  of  its  weak 
nature? 

Secretary  Bentsen.  Well,  I  would  say  it  has  been  evidenced  very 
clearly,  not  just  in  theory,  that  we  are  headed  for  a  credible  reduc- 
tion in  the  deficit.  This  has  resulted  in  a  substantial  reduction  in 
long-term  interest  rates.  And  that  is  a  major,  major  help  to  this 
country's  economy  and  its  international  competition. 

Doctor,  you  had  a  comment  you  wanted  to  make? 

Dr.  RivLiN.  I  just  wanted  to  come  back  to  the  numbers.  I  can't 
see  the  chart  very  well  from  here,  but  I  think  the  Congressman  is 
suggesting  that  we  should  have  undertaken  some  very  bad  policies. 
If  one  is  cutting  ongoing  spending,  as  no  one  knows  better  than 
this  committee,  you  have  to  cut  the  budget  authority,  and  the  out- 
lays come  down  slowly. 

If  you  cut  budget  authority,  those  outlays  will  come  down,  and 
there  is  nothing  fanciful  about  the  notion  that  the  outlays  will  be 
lower  in  future  years.  But  if  one  were  to  do  the  kinds  of  things  that 
would  be  necessary  to  cut  outlays  in  the  immediate  year  in  ongoing 
spending  programs,  one  would  be  disrupting  not  only  the  national 
defense,  but  all  kinds  of  other  programs  as  well. 

If  one  looks  at  the  deficit  reduction — there  are  two  ways  of  look- 
ing at  this  set  of  numbers.  One  is  to  look  at  the  deficit  reduction 
package  by  itself,  and  we  did  think  of  it  that  way.  We  thought  of 
ourselves  as  having  several  different  strands  of  policy  here,  one 
being  stimulus,  one  being  investment  in  future  growth,  and  an- 
other being  deficit  reduction. 

If  one  looks  at  the  deficit  reduction  package  as  a  whole,  then  it 
truly  is  balanced  no  matter  how  you  add  up  the  numbers.  By  the 
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end  of  the  period,  you  have  more  spending  reduction  than  you  have 
tax  increases. 

But  even  if  you  don't,  even  if  you  set  the  investments  off  against 
the  cuts,  by  1997  the  net  spending  cut  is  a  Httle  bit  higher  than  the 
tax  increase. 

So  I  just  wanted  to  clarify  where  we  think  we  are  and  why  we 
think  it  is  balanced. 

Mr.  Kasich.  Doctor,  I  am  well  over  my  time,  but  let  me  say  to 
you  that  investment  spending  is  Government  spending  any  way 
you  want  to  cut  it  or  slice  it.  And  you  recommended  cutting  most 
of  the  programs  that  are  in  this  budget  over  the  years  when  you 
were  Director  of  CBO.  Furthermore,  spend-out  rates 

Dr.  RiVLiN.  CBO  doesn't  recommend  anything,  Congressman.  It 
adds  up  the  numbers. 

Mr.  Kasich.  I  have  got  your  list  here  of  all  these  cuts  that  you 
and  Leon  Panetta  have  talked  about  over  the  years,  and  most  of 
them  are  not  in  this  package. 

All  I  would  say,  Senator,  is  I  hope  that  if  we  can  come  up  with  a 
good  list  out  of  this  side,  that  you  would  be  willing  to  try  to  change 
these  ratios  to  come  up  with  a  much  more  balanced  package. 

Dr.  RiVLiN.  We  have  already  said  we  would  be  very  interested  in 
looking  at  a  list  of  specific  cuts.  That  will  certainly  be  part  of  the 
ongoing  discussion  of  how  to  do  this. 

Chairman  Sabo.  Just  as  an  explanation  to  committee  members, 
as  you  will  recall  at  the  last  meeting  with  Mr.  Panetta,  we  had 
members  who  were  here  when  the  gavel  came  down  who  did  not 
get  a  chance  to  ask  questions,  and  we  indicated  those  members 
would  get  priority  this  hearing. 

Mr.  Gordon? 

Mr.  Gordon.  Senator,  I  was  impressed  earlier  when  you  said  that 
this  is  not  a  Democratic  or  Republican  effort.  Mr.  Kasich  has 
chosen  to  spend  his  time  trying  to,  I  think,  put  forth  a  misleading 
presentation.  Just  to  put  a  chart  on  the  wall  doesn't  mean  the 
chart  is  accurate.  And  I  think  as  you  have  already  pointed  out,  it  is 
not  accurate  in  many  ways. 

I  heard  lots  of  discussion  about  inequities  in  numbers,  but  I 
didn't  hear  any  specific  cuts.  And  I  think  that  is  the  challenge  that 
you  and  the  President  have  put  forth  time  and  time  again:  if  you 
have  got  something  better,  bring  it  to  us. 

I  think  there  are  some  more  cuts,  and  I  am  going  to  bring  some 
to  you.  And  I  hope  that  others  will,  also.  But  there  are  some  things 
that  I  want  to  get  in  my  mind  that  I  think  was  made  to  be  confus- 
ing. 

First  of  all,  the  stimulus  package,  I  understand  half  that  is  tax 
cuts.  Is  that  not  correct? 

Secretary  Bentsen.  That  is  correct. 

Dr.  RiVLiN.  Right. 

Mr.  Gordon.  It  is  not  spending,  but  tax  cuts  to  spur  the  economy 
on. 

Some  other  things  that  I  just  want  to  clear  up,  as  you  pointed 
out,  previous  budgets,  budgets  that  Mr.  Kasich  supported  in  the 
past  presented  by  Presidents  Bush  and  Reagan,  had  grazing  fees 
and  mining  increases  as  actual  reductions,  not  increases.  They  are 
not  taxes.  As  I  understand,  the  way  the  grazing  fees  work  is  at  the 
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present  time  it  costs  more  to  administer  the  lands  that  we  provide 
for  grazing  than  the  fees  that  come  in  and  pay  for  it.  And  so  what 
we  are  trying  to  do  is  equate  the  fees  with  the  expense  to  the  Gov- 
ernment. Clearly,  that  is  not  a  tax,  yet  on  this  table  it  would  make 
you  think  so. 

My  understanding  with  timber  sales  in  this  country,  we  are  sell- 
ing timber  at  a  discount.  It  is  costing  us  more  to  manage  and  to 
build  the  roads  back  into  the  forest  than  we  are  getting  for  the 
people  to  cut  it.  Certainly  this  is  not  a  tax,  to  say  pay  a  fair  value 
for  the  timber  that  is  being  cut  off  our  forest. 

Mining  fees,  we  are  providing  businesses,  many  of  which  are  for- 
eign businesses,  with  access  to  our  natural  resources  around  this 
country,  gold  and  other  resources,  at,  what,  1875  rates? 

Dr.  RiVLiN.  Eighteen  seventy-two. 

Mr.  Gordon.  Eighteen  seventy-two.  And  how  much  are  they 
paying  an  acre,  $2.50  or  something? 

Dr.  RiVLiN.  There  is  no  royalty  at  the  moment. 

Mr.  Gordon.  No  royalties  whatsoever,  yet  they  are  taking  gold, 
our  natural  resources  out.  Is  this  a  tax  to  say  pay  a  fair  value  for 
what  is  coming  off  of  our  land?  Certainly  not,  and  I  think  that  just 
demonstrates  that  anybody  can  put  a  chart  on  the  wall,  but  that 
doesn't  mean  a  chart  is  accurate.  And  I  hope  those  folks  with  pen- 
cils and  cameras  out  here  will  also  keep  in  mind  that  a  chart  on 
the  wall  doesn't  mean  that  it  is  necessarily  accurate. 

And  so  I  think  it  is  a  challenge  for  myself  and  for  others  that 
want  to  see  the  deficit  brought  down  more  to  bring  you  specifics.  I 
have  some  that  I  am  working  on.  I  will  bring  those  for  you.  It  will 
not  be  a  sheet  of  paper  that  I  will  wave  and  put  back  in  my  pocket, 
but  one  that  I  will  bring  to  you,  and  I  hope  that  others  will  do  the 
same. 

Secretary  Bentsen.  Congressman,  we  will  be  delighted  to  hear 
them  and  examine  them.  I  appreciate  your  comments. 

Chairman  Sabo.  Mr.  Miller. 

Mr.  Miller.  Thank  you,  Mr.  Chairman,  for  allowing  us  freshmen 
to  start  off  since  we  missed  the  opportunity  the  other  day.  I  appre- 
ciate that  very  much. 

It  is  a  pleasure  to  be  here  with  you,  Mr.  Secretary  and  Dr. 
Rivlin.  As  a  freshman  Republican,  I  have  never  run  for  office,  and 
the  partisanship  has  been  a  real  disappointment  since  I  have  been 
here.  I  did  not  realize  how  partisan  the  issue  was  until  the  very 
first  day.  We  were  sworn  in  on  the  5th  of  January,  and  ever  since 
we  have  seen  that.  And  I  hope  we  can  start  moving  away  from  this 
gridlock  issue. 

I  commend  the  President  for  bringing  into  focus  the  issue  of  the 
deficit  and  looking  at  it.  Unfortunately,  I  don't  agree  with  the 
means  to  reach  that  objective.  I  think  you  and  Dr.  Rivlin  and  Mr. 
Panetta  are  considered  deficit  hawks,  and  you  have  talked  about 
two-for-one  spending  cuts.  Unfortunately,  they  don't  come.  And  I 
know  you  say,  well,  bring  us  the  specifics.  Well,  there  are  books  of 
them.  You  know,  the  Congressional  Budget  Office  puts  out  books, 
there  are  lists,  all  kinds  of  reductions. 

The  problem  is,  as  you  said,  Mr.  Clinton  had  to  make  tough 
choices,  but  he  didn't  make  the  tough  choices  on  the  spending  side, 
I  don't  believe.  And  that  is  what  I  am  hearing  from  my  constitu- 
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ents  back  in  Florida.  You  know,  people  are  willing  to  suffer,  but 
where  are  the  spending  cuts?  Where  are  we  going  to  get  spending 
under  control? 

There  are  two  parts  to  that  question.  Why  don't  we  have  enough, 
the  two-for-one?  Then  the  other  question  is  the  process  of  the 
budget.  It  is  out  of  control.  I  think  Congress  just  spends  and  spends 
and  spends,  and  we  need  to  reform  the  process  of  budgeting. 

So  why  are  we  not  able  to  get  the  two-for-one  ratio  that  every- 
body, you  know,  I  think  was  advocating?  Why  are  we  not  able  to 
achieve  that? 

Secretary  Bentsen.  Well,  I  would  be  delighted  if  we  could,  but, 
frankly,  I  never  expected  we  could.  I  thought  it  would  come  down 
more  to  a  one-for-one.  The  problem  you  run  into  is  that  so  many  of 
these  things  have  been  offered  before,  and  yet  an  administration  or 
the  Congress  wouldn't  face  up  to  them. 

I  think  the  American  people  are  ready  for  that  now,  and  I  think 
we  are  talking  about  a  lot  of  sacrifices. 

Now,  if  any  of  you.  Republicans  or  Democrats,  can  come  up  with 
more  cuts  and  get  us  to  two-to-one,  I  would  be  delighted  to  look  at 
those  and  see  if  we  could  accomplish  it.  Frankly,  I  would  prefer 
that.  That  is  where  I  come  down,  on  that  side  of  the  ledger. 

So  I  implore  you  and  I  reach  out  asking  for  your  recommenda- 
tions in  that  regard. 

Mr.  Miller.  Well,  it  seems  like,  you  know,  the  administration  is 
the  leadership,  and  they  should  be  recommending  the  cuts.  As  I 
say,  there  are  books  out.  The  Congressional  Budget  Office  has  put 
them  out.  There  are  a  whole  series  of  them,  but  you  didn't  choose 
them. 

Somewhere  I  read  that  there  was  only  like  12  programs  that 
have  really  been  canceled  by  the  Federal  Government  out  of  the 
total  cuts;  you  know,  the  fertilizer  program  in  Tennessee  or  such. 
There  are  a  lot  of  programs  that  people  back  home  want  to  see  us 
cut  and  eliminate  the  Government's  role.  And,  you  know,  I  think 
both  of  you  are  deficit  hawks,  but  I  guess  we  are  all  disappointed 
that  we  didn't  get  a  stronger  spending  cut  program.  And  you  are 
saying  for  us  to  do  it.  Well,  we  are  going  to  just  have  to  come 
back 

Secretary  Bentsen.  No,  no. 

Mr.  Miller,  [continuing]  and  do  it- 


Secretary  Bentsen.  No,  Congressman.  I  think  we  have  come  on 
stronger  than  any  administration  I  can  recall  in  the  way  of  cuts. 
But  if  you  can  buttress  them,  we  would  be  delighted. 

Mr.  Miller.  Let  me  make  one  more  comment  about  the  health 
care  question.  I  know  there  are  a  lot  of  cuts  in  health  care,  but  it  is 
mainly  on  the  provider  side.  And  I  know  we  are  going  to  have  a 
health  care  program  presented  in  May,  and  it  is  an  area  that  I 
have  a  great  deal  of  interest  in  participating  in. 

I  guess  I  am  a  little  disappointed  that  they  took  a  lot  of  the  cuts 
on  the  provider  side  now  and  are  using  them  for  the  deficit  rather 
than  the  health  care  reform  proposal.  What  was  the  discussion,  the 
logic  of  doing  it  that  way?  It  is  going  to  make  it  harder  come  May, 
and  we  are  hearing  about  these  huge  new  tax  increases  now  on  the 
health  care  side.  They  are  not  easy  cuts,  but  the  obvious  ones, 
maybe. 
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Secretary  Bentsen.  Well,  let  me  say,  you  know,  insofar  as  a 
means  testing  on  the  beneficiary  side,  that  was  recommended,  as  I 
recall,  by  all  three  presidential  candidates.  That  was  recommended 
by  President  Bush,  by  Mr.  Perot,  and  President  Clinton.  And  obvi- 
ously that  remains  an  option  on  the  table  insofar  as  the  overall 
health  reform  is  concerned. 

Let  me  also  tell  you  that  I  am  one  that  supported  the  previous 
administration  on  catastrophic  illness.  I  have  all  the  scars  to  show 
for  that  one.  I  remember  fighting  for  it  on  the  floor  of  the  United 
States  Senate,  and  all  of  a  sudden  I  couldn't  fmd  the  administra- 
tion. I  remember  Dr.  Sullivan  making  a  statement  supporting  the 
position  they  had  been  for  and  that  I  was  supporting,  and  I  can 
recall  his  being  reprimanded  by  the  administration  at  that  point. 

That  is  the  sort  of  problem  that  you  run  into  in  these  things, 
Congressman.  I  never  did  have  someone  drape  themselves  over  the 
radiator  on  my  car,  but  I  can  sympathize  with  the  chairman  of  the 
Ways  and  Means  Committee  and  what  happened  to  him  as  he 
fought  for  that  one,  too. 

Dr.  RiVLiN.  May  I  say  on  the  question  of  the  medicare  cuts,  they 
are  largely  provider  cuts.  They  are  tightening  the  reimbursement 
rates  that  medicare  pays,  and  I  think  they  are  consistent  with 
whatever  might  come  out  of  the  health  policy  reform.  We  don't 
know  what  that  will  be  yet,  but  I  think  it  will  not  mainly  be  a 
reform  of  medicare.  Medicare  is  a  functioning  system  with  a  reim- 
bursement control,  and  this  was  an  effort  to  tighten  that  control. 

The  reform  of  health  care  as  a  whole  will  be  the  focus  of  the  ad- 
ministration's health  reform  effort.  We  were  simply  trying  to  do 
things  in  medicare  that  would  reduce  the  costs  somewhat  over  time 
and  be  consistent  with  whatever  comes  out  of  the  health  policy 
reform. 

Mr.  Miller.  Thank  you,  Mr.  Chairman. 

Chairman  Sabo.  It  strikes  me  the  job  of  the  administration  and 
this  Congress  is  to  get  a  proposal  that  can  get  218  votes  in  the 
House  and  51  votes  in  the  Senate.  I  have  always  observed  the  great 
skill  of  people  to  develop  proposals  that  can  maybe  get  a  third  of 
the  membership  or  a  fourth  of  the  membership  to  vote  for  it,  but 
the  challenge  is  to  get  a  majority. 

Mr.  Pomeroy? 

Mr.  Pomeroy.  Would  you  replace  that  chart,  please,  with  the  one 
entitled  "Federal  Deficit  Projections  1993-2003?" 

Mr.  Secretary,  I  am  very  pleased  to  see  you  before  us  as  Secre- 
tary of  the  Treasury.  It  was  my  honor  to  appear  before  you  many 
times  as  you  were  the  Chairman  of  the  Senate  Finance  Committee. 
I  was  testifying  at  that  time  as  a  State  insurance  commissioner. 
Often  we  talked  about  health  policy. 

It  seems  to  me  that  when  you  look  at  the  issue  of  medicare 
spending  reductions,  you  balance  whether  you  are  going  to  take 
them  as  cuts  in  the  benefits  presently  provided  under  the  medicare 
program,  or  you  are  going  to  make  reductions  in  the  amounts  the 
providers  receive  under  the  program.  Was  that  the  evaluation  you 
went  through  in  determining  the  medicare  spending  cuts  as  part  of 
the  President's  package? 

Secretary  Bentsen.  Well,  frankly,  what  we  were  looking  at  is  a 
reduction  of  about  $62  billion,  as  I  recall,  in  medicare  cuts  over  5 
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years  and  as  related  to  the  1990  budget  agreement.  And  even 
though  you  weren't  here  for  that  purpose,  you  really  studied  those 
issues,  and  I  congratulate  you  for  it.  But  that  is  more  of  a  cut  than 
was  done  at  that  time. 

I  think  that  what  you  are  seeing  is  a  real  reduction  in  what  we 
have  to  pay  for  services.  I  think  when  you  look  at  it  a  lot  of  it  is 
just  an  extension  of  present  law,  as  you  know.  But  when  you  get  to 
means  testing,  as  I  said,  each  of  the  candidates  for  the  Presidency 
campaigned  for  that.  I  think  that  remains  a  live  option.  But  in 
trying  to  put  a  package  together,  I  think  it  was  impossible  for  us  to 
project  and  predict  each  of  the  specifics  because  they  interplay  so 
much. 

Mr.  PoMEROY.  In  the  President's  forthcoming  health  care  reform 
package,  I  trust  that  the  cost-shift  issue  will  be  addressed  so  that 
these  savings  in  the  medicare  reimbursements  are  not  merely  cost- 
shifted  on  to  the  private-paying  sector. 

Secretary  Bentsen.  On  to  the  private  sector,  that  is  a  concern. 
That  is  going  to  be  one  of  the  real  challenges,  without  a  question. 
You  know,  we  are  seeing  some  of  that  now. 

Mr.  PoMEROY.  Yes.  We  have  seen,  in  fact,  a  great  deal  of  it,  I  am 
afraid. 

Secretary  Bentsen.  Right. 

Mr.  Pomeroy.  The  response  of  some  of  my  colleagues  in  the  mi- 
nority to  spending  cuts,  in  particular  the  challenge  to  list  specific 
spending  cuts,  has  been,  in  fact,  to  suggest  across-the-board  spend- 
ing. We  haven't  seen  much  by  way  of  a  list  of  specific  additional 
spending  cuts  other  than  rhetoric,  but  across  the  board  is  some- 
thing that  I  just  expect  we  may  be  hearing  a  lot  about  in  the  forth- 
coming debate  on  this  matter. 

Why  is  the  approach  the  administration  has  taken,  analyzing 
each  spending  item  and  determining  its  appropriateness,  a  prefera- 
ble one  than  to  treat  them  all  the  same  and  hack  them  all  back? 

Secretary  Bentsen.  Well,  because  you  get  various  differences  as 
to  how  they  are  doing  their  job  and  how  inflation  affects  a  particu- 
lar one  and  maybe  not  the  other  one.  And  to  do  it  across  the  board 
to  try  to  avoid  putting  your  fingerprints  on  it  is — there  is  some  po- 
litical advantage  to  that,  but  I  think  realistically  it  is  not  the  way 
to  do  it.  You  ought  to  examine  each  of  these  programs  and  see  that 
you  are  administering  the  cuts  where  they  can  best  be  gained  with- 
out disrupting  health  care  service  availability  and  quality. 

Mr.  Pomeroy.  In  fact,  all  programs  are  not  equal,  and  if  you  are 
going  to  govern  responsibly,  you  need  to  look  at  each  and  every  in- 
dividual one.  Is  that  correct? 

Secretary  Bentsen.  That  is  correct. 

Dr.  RivLiN.  More  than  that.  Congressman,  this  budget  shifts 
from  low-priority  programs  to  high-priority  investment.  We  aren't 
just  cutting  the  deficit  for  the  sake  of  cutting  the  deficit.  We  think 
there  are  things  that  the  Federal  Government  is  doing  which  have 
outlived  their  usefulness  or  should  be  cut  back  and  things  that  we 
should  do  more  of.  And  this  budget  reflects  that. 

Mr.  Pomeroy.  Finally,  we  have  already  heard  questions  as  to 
whether  the  deficit  reduction  in  the  package  is  real  deficit  reduc- 
tion, and  I  further  expect  we  will  be  hearing  all  kinds  of  numbers 
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and  seeing  many  charts  before  we  are  done  with  this  whole  exer- 
cise. 

I  noticed  with  great  interest  the  expressions  of  support  from  the 
Chairman  of  the  Federal  Reserve  Board  as  to  the  legitimacy  of  the 
program;  in  addition,  the  favorable  response  by  the  bond  markets 
on  long-term  interest  rates,  as  you  have  expressed  this  morning. 

Would  you  see  this  type  of  response  if  this  was  a  window-dress- 
ing program,  if  there  wasn't  really  deficit  reduction  represented  in 
the  President's  package? 

Secretary  Bentsen.  I  tell  you,  that  investment  market,  they  are 
a  tough  crowd,  and  they  are  looking  for  realism,  not  politics:  What 
will  be  the  end  result?  Is  this  a  credible  effort?  Is  the  administra- 
tion going  to  hang  in  there  pushing  it?  And  they  have  so  judged  it. 

We  are  seeing  a  response,  as  I  have  talked  to  finance  ministers 
from  other  parts  of  the  world  that  have  been  by  to  visit  with  me, 
that  they  are  impressed  with  what  we  have  done.  And  I  believe 
that  puts  us  in  a  stronger  leadership  role  when  we  get  to  dealing 
with  these  other  countries  and  trying  to  develop  growth  and  sus- 
tained growth  in  other  markets  that  will  be  buying  our  products. 

Mr.  PoMEROY.  My  time  is  up.  Thank  you  very  much,  Mr.  Secre- 
tary and  Dr.  Rivlin. 

Chairman  Sabo.  Mr.  Lazio. 

Mr.  Lazio.  Thank  you,  Mr.  Chairman. 

Good  morning,  Mr.  Secretary  and  Dr.  Rivlin.  I  just  wanted  to  ad- 
dress a  couple  concerns  I  had  with  respect  to  some  of  the  represen- 
tations that  this  is  a  stimulus  package  and  the  amount  of  the  stim- 
ulus. I  am  a  little  unclear,  and  if  you  could  help  me,  I  would  appre- 
ciate it. 

We  have  just  experienced  a  seventh  straight  quarter  of  economic 
growth,  the  last  two  quarters  in  1992  being  3.4  and  3.8  percent, 
which  are  fairly  healthy  rates.  Annualized  private  sector  invest- 
ment was  about  8  percent  last  year;  housing  starts  are  up;  existing 
home  sales  are  up;  productivity  is  at  a  20-year  high,  despite  what  I 
thought  I  heard  you  say,  Mr.  Secretary. 

Isn't  the  spending  that  is  being  proposed  pro-cyclical  as  opposed 
to  counter-cyclical?  And  isn't  the  potential  there  that  we  are 
simply  going  to,  by  borrowing  to  finance  this,  wipe  out  any  pro- 
posed jobs  that  may  be  created  by  driving  out  interest  rates? 

Secretary  Bentsen.  Well,  let  me  say,  part  of  the  concern  is  that 
we  saw  in  this  recession  two  false  starts.  We  saw  the  indices  im- 
prove. It  was  encouraging.  And  the  last  administration  decided 
that  this  was  a  real  recovery,  and  I  think  innocently,  they  decided 
nothing  had  to  be  done. 

We  don't  want  that  to  happen  again.  I  must  say  that  what  we 
are  seeing  so  far  is  encouraging,  but  the  one  thing  we  don't  see 
happening  is  enough  increase  in  jobs.  That  is  of  real  concern  to  us 
in  trying  to  get  things  started  again. 

When  they  talk  about  increases  in  productivity,  one  of  the  things 
you  run  into  coming  out  of  a  recession  often  is  the  increase  in  pro- 
ductivity that  takes  place.  Relative  to  past  recoveries,  productivity 
growth  has  been  only  a  little  less  than  normal,  but  output  growth 
has  been  subpar,  yielding  little  growth  of  jobs.  So  that  is  the  con- 
cern. 

Dr.  Rivlin,  do  you  have  any  comment? 
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Mr.  Lazio.  Let  me  just  make  this  comment.  Isn't  it  also  true  that 
the  recession  was  not  quite  as  deep  as  past  recessions  and  the  re- 
covery perhaps  is  not  as  robust,  but  we  are  coming  out  of  it  nicely, 
with  the  exception  of  unemployment,  which  I  agree  is  a  nagging 
problem,  and  that  some  of  the  people  over  in  the  Federal  Reserve 
would  prefer,  as  a  matter  of  fact,  that  growth  to  be  in  this  realm  of 
3  to  4  percent? 

Secretary  Bentsen.  Well,  let  me  say  it  was  not  as  deep  as  some, 
but  it  sure  seemed  a  lot  longer  than  others. 

Dr.  RiVLiN.  And,  moreover,  the  recovery  is  working  against  some 
other  forces.  One  of  the  reasons  productivity  has  risen  in  manufac- 
turing is  because  many  big  manufacturing  companies  have  been 
downsizing  and  laying  off  people.  Similarly,  the  defense  establish- 
ment is  shrinking  and  laying  off  people.  So  we  believe  there  is  a 
need  to  counteract  those  forces  and  make  sure  that  this  recovery  is 
indeed  creating  enough  jobs. 

Mr.  Lazio.  I  am  reading  the  latest  edition  of  The  Economist 
where  the  lead  article  is  "No  Need  for  a  Boost," — and  I  am  sure 
you  will  agree  it  is  respected  publication,  and  thoughtful — where 
they  argue,  and  I  think  persuasively,  that  the  surest  way  of  in- 
creasing employment  and  getting  the  unemployment  number  down 
is  simple  deficit  reduction  and  that  the  stimulus  is  ill-timed,  at 
best. 

Dr.  RiVLiN.  We  are  for  that,  too. 

Mr.  Lazio.  But  I  guess  not  completely,  or  you  would  not  be  argu- 
ing in  favor  of  this  stimulus  package.  Again,  I  have  to  note  that  it 
may  very  well  be  ill-timed  and,  as  a  matter  of  fact,  counterproduc- 
tive to  the  overall  growth  that  we  are  experiencing  now. 

Dr.  RiVLiN.  We  don't  think  so.  We  value  British  advice,  but  we 
think  too  many  Americans  are  unemployed. 

Mr.  Lazio.  Yes,  I  agree,  by  the  way.  It  is  just  a  matter  of  the  way 
we  go  about  it  and,  of  course,  I  think  we  would  all  agree  that  stim- 
ulus created  by  deficit  spending  has  had  its  costs  and  we  are 
paying  the  price  right  now. 

If  I  just  could  ask  you  a  couple  more  questions  with  respect  to 
the  energy  tax.  One  of  the  representations  that  was  made — and  I 
surely  understand  that  everybody  has  got  to  shoulder  their  burden 
to  attack  this  budget  deficit  problem  seriously.  I,  for  one,  am  not 
precluding  tax  increases  as  part  of  the  process.  I  understand  that 
that  has  to  be  done,  but  it  has  got  to  be  done  in  a  way,  as  my  col- 
league was  saying,  that  is  proportional  and  acceptable. 

Many  of  us  who  came  to  Washington  hoping  to  work  with  the 
new  President  were  bitterly  disappointed  as  the  ratio  shifted  dra- 
matically from  what  some  people  in  the  administration,  Mr.  Panet- 
ta  in  particular,  were  talking  about  to  the  point  where  we  thought 
we  were  excluded  from  the  process  and  that  there  had  been  a  con- 
scious decision,  as  a  matter  of  fact,  not  to  form  any  type  of  consen- 
sus with  some  of  the  centrists,  or  Republicans  in  any  event. 

That  being  said,  the  energy  tax  has  been  represented  as  not  hurt- 
ing the  working  poor  and  the  middle  class.  But  in  my  district  on 
Long  Island,  New  York,  in  fact,  isn't  it  true  that  the  working  poor 
do  get  affected  dramatically  through  increases  in  cost  of  living  and 
in  many  ways. 
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Aren't  there  a  number  of  indirect  costs  having  to  do  with  this 
energy  tax  that  have  not  been  taken  into  consideration  so  far? 

Secretary  Bentsen.  No,  I  don't  think  so.  We  worked  at  great 
length  to  look  at  the  distribution  of  it  and  we  worked  up  a  package 
with  the  earned  income  tax  credit  increase,  which  is  substantial; 
with  LIHEAP  (Low-Income  Home  Energy  Assistance  Program), 
which  is  substantial.  When  we  did  that,  we  made  sure  that  people 
under  $30,000  a  year  were  not  adversely  affected,  and  for  those 
making  $40,000,  it  was  $17  a  month,  which  is  a  relatively  modest 
increase. 

I  can  recall  when  I  was  proposing  a  tax  bill  last  year — before  we 
had  as  big  a  deficit  as  we  did  when  we  could  seriously  talk  about  a 
middle-income  tax  cut — I  can  recall  I  had  in  there  for  a  family  of 
four  a  $300  credit  per  child  or  a  $600  credit,  and  it  was  ridiculed  by 
some  saying  that  what  it  amounted  to  was  a  cup  of  coffee  and  a 
donut  a  day.  Now,  you  just  can't  have  it  both  ways.  In  this  in- 
stance, we  are  talking  about  something  where  we  take  care  of 
those  under  $30,000,  and  a  family  making  $40,000  pays  $17  a 
month.  So  I  think  it  is  something  that  is  being  borne  by  all  the 
people,  all  the  people  who  can  afford  it.  We  are  trying  to  turn  this 
thing  around  in  an  equitable  way. 

As  we  looked  at  energy  taxes,  trying  to  decide  how  to  do  it,  we 
looked  at  an  oil  import  fee.  That  would  have  hit  you  folks  pretty 
hard  and  New  England  would  have  felt  like  they  had  gotten  the 
short  end  of  the  stick.  And  then  we  looked  at  a  gasoline  tax,  we 
thought  about  people  in  Texas  and  the  West,  California,  where 
they  depend  much  more  on  a  car  and  we  saw  a  disproportionate 
hit.  And  then  we  looked  at  a  carbon  tax  and  we  looked  at  what 
would  happen  to  coal  States  and  how  they  would  be  hit.  Finally,  we 
came  down  to  a  Btu  tax  because  it  does  two  or  three  things. 

First,  it  is  really  a  tax  against  pollution.  Second,  it  will  reduce 
the  import  of  foreign  oil  by  about  350,000  barrels  by  the  time  we 
have  it  fully  implemented,  make  us  less  dependent  on  a  foreign 
source  which  is  in  many  cases  politically  unstable.  Third,  it  will 
mean  less  borrowing  from  foreigners.  So  all  of  those  things,  we 
thought,  were  important  for  national  security.  We  accomplish  this 
with  a  broad-based  tax  that  would  bring  about  some  beneficial  re- 
sults and  make  a  major  reduction  in  that  deficit.  This  is  not  an 
easy  choice. 

Mr.  Lazio.  I  understand  that. 

Chairman  Sabo.  Sorry. 

Mr.  Lazio.  My  time  is  up. 

Secretary  Bentsen.  I  am  sorry.  I  gave  you  too  long  an  answer. 

Chairman  Sabo.  Mr.  Bryant? 

Mr.  Bryant.  Thank  you,  Mr.  Chairman.  Secretary  Bentsen,  I 
think  that  you  have  crafted  a  very  fine  program  and  one  that  is 
worthy  of  the  support  of  the  members  of  this  committee  and  the 
Congress.  I  think  it  obviously  can  be  improved  on.  There  has  never 
been  a  plan  proposed  yet  that  could  not  be,  and  I  think  that  there 
will  be  proposals  made  from  both  sides  of  the  aisle  in  this  commit- 
tee to  try  to  make  improvements. 

But  the  bottom  line  is,  no  matter  whose  charts  you  put  up  on  the 
board,  this  proposal  results  in  a  net  deficit  reduction  of  $324  billion 
over  the  next  4  years,  money  that  will  not  be  added  to  the  national 
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debt  that  otherwise  would  have  been  added  to  that  national  debt.  I 
think  that  nit-picking  over  how  to  characterize  one  feature,  wheth- 
er it  is  an  increase  in  taxes  or  whether  it  is  a  cut  or  other  various 
forms  of  nit-picking,  are  really  quite  irrelevant  to  the  point  here, 
and  the  point  is  that  this  is  the  first  time  in  a  long  time  we  have 
seen  a  very  serious  effort  to  reduce  the  deficit  and  stop  adding  so 
dramatically  to  the  national  debt. 

If  the  other  side  of  the  aisle  can  do  better,  I  look  forward  to  hear- 
ing their  proposals.  We  have  heard  criticism  from  each  of  the  ques- 
tioners, including  the  senior  Republican  on  the  other  side  of  the 
aisle.  Yet,  this  is  our  second  hearing  and  we  have  not  yet  heard 
any  specifics  with  regard  to  cuts,  and  I  would  very  much  like  to  see 
their  cuts  and  I  hope  they  are  going  to  be  forthcoming.  I  am  not 
sure  that  they  are,  but  I  hope  that  they  are. 

Mr.  Secretary,  I  would  like  to  ask  about  one  specific  item,  and 
that  is  the  fact  that  today  we  Americans  still  spend  an  almost  un- 
believable amount  of  money  subsidizing  the  defense  of  Europe, 
Japan  and  other  parts  of  the  world.  The  Defense  Department's  own 
estimates  several  years  ago  indicated  that  as  much  as  $180  billion 
of  our  defense  budget  is  spent  to  keep  us  in  a  position  to  be  able  to 
defend  against  hypothetical  activities  that  may  take  place  in 
Europe  or  in  Asia. 

Regardless  of  whether  it  is  that  much  or  half  that  much,  it  is  a 
huge  amount  of  money  and  it  is  money  that  I  think  would  be  fair 
to  say  we  are  borrowing  to  spend  largely  for  the  benefit  of  other 
parts  of  the  world.  I  see  that  as  a  very  fruitful  area  to  examine  for 
cuts.  I  do  not  believe  it  is  possible  to  continue  to  justify  even  the 
reasonable  program  that  has  been  offered  by  this  administration 
with  regard  to  taxes  or  cuts  as  long  as  we  are  spending  that  much 
money  in  other  parts  of  the  world,  and  I  would  like  to  ask  if  you 
have  considered  that  already,  if  you  anticipate  considering  it, 
where  you  all  are  on  that  at  this  time. 

Secretary  Bentsen.  Congressman,  I  share  your  concern  about  the 
cost  of  our  troops  being  based  in  foreign  places,  we  should  be 
having  them  carry  a  larger  share  of  it,  those  countries  that  are 
being  assisted  in  maintaining  the  peace,  and  we  will  continue  to 
strive  for  that  result. 

Let  me  also  state  with  respect  to  the  cuts  in  defense  by  1997 — as 
I  recall,  that  is  $37  billion  that  we  are  talking  of  reducing  in  that 
area.  That  will  go  a  long  way  toward  correcting  that  kind  of  prob- 
lem. But  I  appreciate  very  much  your  counsel  on  it. 

Mr.  Bryant.  Well,  I  would  just  observe  that  one  of  the  reasons 
why  we  make  little  progress  in  this  area  is  because  we  continue  to 
categorize  all  of  it  as  defense.  Hardly  anyone  would  advocate  a  re- 
duction in  expenditures  for  the  defense  of  this  country,  the  actual 
defense  of  our  country.  But  the  balance  of  it  that  I  am  talking 
about  really  is  part  of  our  foreign  policy.  It  is  not  related  to  defend- 
ing the  interests  of  this  country  here,  and  I  think  until  we  have 
reached  a  point  that  we  can  talk  about  the  two  different  categories 
of  defense  expenditures  we  are  going  to  have  a  very  hard  time 
achieving  any  progress  in  this  regard. 

Secretary  Bentsen.  I  appreciate  your  comments  on  it. 

Mr.  Bryant.  I  am  through.  Thank  you. 

Chairman  Sabo.  Mr.  Smith? 
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Mr.  Smith  of  Michigan.  Thank  you,  Mr.  Chairman.  Mr.  Secre- 
tary, just  to  reassure  you  as  a  freshman  farmer  from  Michigan, 
most  of  the  country  wants  the  President  to  succeed  because  the 
good  thing  seems  to  me  that  we  agree  about  the  problem.  So  when 
you  talk  about  the  problem,  our  productivity  going  down,  our  in- 
vestment in  new  machinery  lagging  behind  other  G7  countries  lag- 
ging behind,  I  think  that  is  a  good  start.  We  agree  with  the  prob- 
lem. 

It  bothers  me  a  little  bit — and  I  hope  you  think  it  is  somewhat 
dangerous  if  the  administration  loses  credibility  with  the  American 
people  in  terms  of  what  is  regarded  as  a  tax  or  a  savings  because 
back  down  in  the  local  communities  people  think  that  their  taxes 
are  going  to  be  going  up  if  they  are  a  senior  citizen  over  65  making 
over  $25,000,  or  $32,000  if  they  file  jointly.  They  also  see  fee  in- 
creases as  increased  revenue. 

So  I  don't  think  the  justification  that  Clinton  did  it  and  Reagan 
did  it  and  Bush  did  it  is  necessarily  good  if  there  is  a  chance  that 
we  lose  credibility  with  the  American  people  who  need  to  be  with 
us  as  we  m^ake  the  tough  decisions. 

I  am  also  a  little  bit  troubled  about  the  President's  call,  Mr.  Pa- 
netta's  call  and  your  call  to  say  to  Congress,  look,  if  you  are  not 
satisfied  with  our  budget  cuts,  come  up  with  your  own  budget  cuts, 
because  the  vulnerability  of  coming  up  with  budget  cuts  is  the  tre- 
mendous pressure  of  special  interests  that  leave  everybody  vulnera- 
ble. Congress  hasn't  been  able  to  deal  with  it  for  the  last  decade  or 
more,  so  we  need  leadership  coming  up  with  expanded  budget  cuts. 

I  think  Democrats  and  Republicans  mostly  will  agree  that  we 
need  to  go  further  in  those  budget  cuts.  We  will  come  up  with 
budget  cuts,  hopefully,  that  are  going  to  achieve  the  reduction  in 
the  deficit  of  50  percent  over  the  first  4  years,  the  way  I  understood 
the  President  to  advocate  during  the  campaign. 

I  would  like  to  ask  you  another  question  from  the  hinterlands.  If 
you  were  the  decisionmaker  of  projecting  and  writing  a  financial 
plan  for  the  United  States  Government  over  the  next  8  to  12  years, 
would  you  suggest  that  we  should  ever  pay  anything  back  on  the 
debt?  Would  you  suggest  we  should  ever  reduce  the  debt? 

Secretary  Bentsen.  I  would  be  delighted  if  we  can,  but  getting 
where  we  are  going  and  turning  this  thing  around  is  going  to  be  a 
major  achievement.  It  is  getting  us  started  back  to  when  we  don't 
have  a  deficit  at  all  and  can  reduce  some  of  that  debt,  but  I  have 
no  illusions  about  it. 

Mr.  Smith  of  Michigan.  Would  you  write  an  8-year  or  a  12-year 
plan  to  start  reducing  that  down? 

Secretary  Bentsen.  Listen,  I  am  concerned  about  a  4-year  plan 
right  now  and  trying  to  get  that  one.  I  understand  where  you  are 
headed  and  I  appreciate  that  concern.  Let  me  make  another  point. 
You  have  seen  these  polls  that  show  this  overwhelming  support  for 
it.  What  you  also  haven't  seen,  but  are  beginning  to,  is  seeing  the 
lobbyists  going  to  work  on  us,  and  your  phones  are  going  to  be  ab- 
solutely covered  up  and  blocked  if  they  are  not  already,  and  the 
mail  is  going  to  be  overwhelming. 

But  one  of  the  things  you  learn  after  you  are  here  a  little  while 
when  you  are  talking  about  that  kind  of  a  reaction  is  it  doesn't 
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take  you  long  to  learn  the  difference  between  grass  roots  and  astro- 
turf.  You  know,  you  have  got  that  kind  of  a  situation  facing  you. 

So  I  was  looking  at  the  API  (American  Petroleum  Institute)  and 
their  projections  about  what  it  was  going  to  cost.  Those  numbers 
are  wrong.  I  also  know  where  they  are  coming  from.  I  know  that 
the  international  oil  companies  are  the  ones  that  have  most  of  the 
overseas  production.  They  are  concerned  about  a  350,000-barrel  re- 
duction in  what  they  can  import  into  this  country.  So  I  understand 
that,  but  I  think  our  numbers  are  solid.  We  have  done  a  lot  of  work 
on  them.  I  think  that  they  are  valid. 

Let  me  say  one  thing  more,  if  I  may,  and  I  say  this  to  Mr.  Miller 
too,  talking  about  the  partisanship.  Oh,  sure,  there  is  partisanship, 
but  I  tell  you  something  else  about  this  institution.  When  the  prob- 
lem gets  tough  enough,  when  the  concern  is  deep  enough,  you  find 
Democrats  and  Republicans  coming  together  to  solve  it. 

Mr.  Smith  of  Michigan.  Do  you  think  the  American  people  now 
consider  the  deficit  a  crisis?  Does  the  administration  consider  it  a 
crisis? 

Secretary  Bentsen.  I  am  not  sure  I  would  say  it  is  a  crisis,  but  it 
will  be  if  we  don't  turn  it  around.  We  are  looking  at,  over  the  next 
decade,  that  deficit  going  up  to  something  like  $600  billion  if  noth- 
ing is  done.  You  will  sit  around  here  working  on  5  cents  out  of  the 
dollar  trying  to  decide  where  you  allocate  it. 

Let  me  tell  you,  sir,  I  didn't  need  this  job. 

[Laughter.] 

Mr.  Smith  of  Michigan.  I  didn't  need  this  either,  but  I  have  got 
three  grandkids. 

Secretary  Bentsen.  I  have  got  them,  too,  and  I  am  concerned 
about  what  they  are  going  to  have  facing  them.  That  is  why  I  am 
here. 

Mr.  Smith  of  Michigan.  To  the  extent  that  increased  taxes  take 
away  money  that  would  otherwise  be  put  in  savings,  isn't  there 
some  folly  in  increasing  taxes  to  reduce  the  deficit  if  our  ultimate 
goal  is  to  increase  national  savings? 

Secretary  Bentsen.  I  think  there  is  a  difference  between  invest- 
ment and  consumption.  An  investment  is  a  more  long-term  concern 
about  what  happens  to  your  country.  I  see  a  real  problem  in 
matching  what  is  being  achieved  in  some  other  educational  systems 
insofar  as  math  scores  and  science  scores.  I  think  that  that  kind  of 
an  investment  will  pay  off.  It  is  an  investment  in  people.  I  think 
that  is  important.  When  I  look  at  what  has  happened  with  Head 
Start 

Mr.  Smith  of  Michigan.  Is  private  investment  more  important 
than  public  investment? 

Secretary  Bentsen.  Yes,  I  think  it  is. 

Dr.  RivLiN.  Can  I  just  respond  to  the  savings  question  very  brief- 
ly? Reducing  the  deficit  is  reducing  public  dissaving,  and  the  ques- 
tion has  been  raised,  do  you  counter  that  goal  by  raising  income 
taxes  for  high-income  people  because  they  may  save  less.  I  don't 
think  we  know.  We  cut  income  taxes  for  high-income  people  drasti- 
cally in  the  1980's  on  the  argument  that  they  would  then  save 
more.  And  what  did  we  do?  We  got  less  private  saving.  So  I  don't 
think  that  it  follows  that  if  we  raise  them,  we  will  not  get  more 
private  savings. 
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Chairman  Sabo.  Mr.  Stenholm? 

Mr.  Stenholm.  Thank  you,  Mr.  Chairman.  Mr.  Secretary,  Dr. 
Rivlin,  welcome  to  the  committee.  Let  me  first  make  a  comment 
concerning  the  balance,  fairness  and  honesty  of  the  budget  propos- 
al. In  my  judgment,  having  been  through  15  presidential  budget 
proposals,  this  is  the  most  honest  budget  I  have  seen  in  a  long 
time;  if  not  in  15  years,  it  is  certainly  in  recent  history.  With  the 
proposal's  warts  and  all,  we  can  quibble  about  where  the  numbers 
ought  to  be,  but  the  end  result  gets  us  to  where  we  need  to  be. 

On  balance  I  say  you  have  enough  taxes  in  the  plan.  There  is 
enough  on  that  side  of  the  scale,  and  let  us  not  go  any  further  on 
that  side.  That  is  the  message  I  got,  Mr.  Secretary,  at  home  in 
Texas  this  last  week.  What  we  now  have  to  do  is  accept  your  chal- 
lenge, and  that  is  to  come  up  with  additional  spending  reductions.  I 
look  forward  to  doing  that  because  I  believe  we  can  do  that. 

That  leads  me  to  the  third  point,  the  fairness,  and  this  is  one  I 
am  having  a  difficult  time  with  because  I  have  looked  at  the  150 
proposed  cuts.  Those  cuts  are  real.  Twenty-three  of  them  come 
from  the  agricultural  function  of  the  budget.  A  function  which  ac- 
counts for  less  than  1  percent  of  the  total  budget  is  being  asked  to 
shoulder  7  percent  of  the  total  cuts.  My  bipartisan  challenge  to  the 
rest  of  my  committee  colleagues  is  to  look  at  agriculture  for  a  goal 
and  example  and  have  every  other  function  of  the  budget  do  equal- 
ly what  we  are  asking  agriculture  to  do.  I  don't  think  that  is  too 
much  to  do. 

I  want  to  make  it  very  clear:  I  will  not  argue  for  putting  one 
penny  back  into  the  cuts  on  agriculture,  but  I  will  argue  day  after 
day  after  day  for  finding  additional  cuts  in  other  functions.  We, 
too,  will  come  up  with  our  list.  Having  been  the  proud  papa  of 
some  lists  in  the  past  that  got  56  votes,  I  understand  the  challenge 
of  meeting  the  record  with  the  rhetoric,  the  same  thing  you  are 
having  to  do,  and  I  can  sympathize  with  you  on  that. 

As  I  have  said,  I  believe  that  agriculture  is  taking  a  grossly 
unfair  hit  compared  to  almost  any  other  function  of  the  budget 
other  than  defense — defense  is  also  taking  an  unfair  hit,  in  my 
judgment,  on  balance.  I  am  not  arguing  for  restoring  any  cuts.  But 
Mr.  Secretary,  since  I  represent  a  rural  district,  an  agricultural 
and  an  oil  and  gas  district,  can  you  help  me  a  little  bit  with  the 
positive  things  there  are  in  this  budget  for  rural  America  and  agri- 
culture so  that  I  don't  get  unelected  supporting  you  in  this? 

Secretary  Bentsen.  Let  me  tell  you.  Congressman,  I  think  you 
are  going  to  be  here  for  a  long  time,  and  I  am  delighted,  but  let  me 
give  you  one  that  I  think  of,  and  that  is  what  happens  to  natural 
gas.  That  is  a  clean-burning  fuel  as  compared  to  some  of  the  other 
major  fuels,  and  it  is  one  that  we  have  an  abundant  supply  of  in 
this  country.  It  is  one  we  don't  have  to  import,  and  so  we  have  put 
an  emphasis  in  trying  to  assist  that.  I  think  that  is  a  plus. 

People  look  at  Texas  and  they  say,  well,  that  is  an  oil  and  gas 
State.  I  must  tell  you  we  are  much  more  like  the  rest  of  the  econo- 
my of  the  United  States  than  we  ever  were  in  the  past.  So  what 
affects  any  other  part  affects  us  back  there  in  Texas,  and  I  think 
from  that  standpoint  it  is  a  pretty  well  balanced  package. 
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If,  as  you  say,  you  want  to  make  some  recommendations,  we 
would  be  delighted  to  take  a  look  at  them  in  trying  to  restore  what 
you  feel  is  a  better  balance  for  agriculture. 

Mr.  Stenholm.  Do  you  have  any  comments  regarding  some  of 
the  concern  I  am  hearing  from  our  rural  hospitals  concerning  the 
proposals  to  reduce  medicare  and  medicaid?  Having  come  through 
some  pretty  trying  times  and  you  being  one  of  our  true  champions 
for  restoring  balance  between  the  urban  and  rural  differential  in 
this  area,  are  there  any  reassuring  comments  you  might  give  from 
a  rural  hospital  standpoint  in  this  package? 

Secretary  Bentsen.  I  just  turned  to  one  of  my  staff  and  I  said,  we 
did  take  care  of  rural  hospitals,  didn't  we,  and  she  said,  that  is 
right,  we  did,  so  we  did.  I  know  what  it  is  when  you  get  out  in  a 
rural  area.  I  was  born  and  reared  on  a  farm  in  south  Texas  and  I 
know  how  many  people  want  to  go  to  town,  and  I  know  that  one  of 
those  things  that  keeps  them  out  in  the  country  and  being  able  to 
live  on  that  farm  is  having  a  hospital  that  is  within  reach,  and  we 
did  put  a  provision  in  to  try  and  assist  in  that  regard. 

I  know  that  those  rural  hospitals  are  often  more  dependent  on 
medicare  patients  than  urban  hospitals.  I  know  that  most  of  the 
citizens  in  those  areas  are  an  older  average-age  than  they  are  in 
urban  areas.  So  we  have  put  a  provision  in  there  to  try  to  assist 
them. 

Mr.  Stenholm.  What  about  the  agricultural  aspects  on  the  policy 
changes?  You  mentioned  the  specific  recommendation  that  anyone 
receiving  $100,000  in  off-farm  income  should  be  disqualified.  One  of 
the  concerns  the  Agriculture  Committee  has  always  had  is  that  if 
we  do  that,  since  many  of  these  people  are  landlords,  disqualifying 
a  landlord  from  the  program  may  cause  rent  to  go  up  to  the  tenant 
as  a  result  of  that  policy  change.  Will  not  the  effect  be  a  decrease 
in  the  net  income  of  tenant  farmers  rather  than  a  net  cost  saving 
to  the  Treasury  in  this  regard,  or  have  I  missed  something?  I  am 
not  arguing  against  the  specific  dollar  cut  again,  but  just  saying 
that  I  worry  a  little  about  the  impact  of  this  policy. 

Secretary  Bentsen.  I  must  tell  you.  Congressman,  most  of  us 
who  have  land  are  just  delighted  to  have  tenants  now,  and  I  don't 
see  them  making  it  tougher  for  those  tenants.  I  might  say,  also, 
one  of  the  things  we  did  is  we  put  in  a  rural  development  initia- 
tive, and  I  think  that  will  be  a  help.  Dr.  Rivlin  might  want  to  com- 
ment on  that. 

Dr.  Rivlin.  Yes.  I  think  we  should  look  at  this  package  as  a 
whole,  and  we  should  also  remember  that  we  have  a  President 
from  a  rural  State  and  he  spent  some  time  in  these  meetings 
saying  what  is  happening  to  rural  America.  We  have  a  rural  devel- 
opm^ent  initiative,  and  also  some  additional  money  for  rural  health. 

Mr.  Stenholm.  But  you  don't  argue  with  my  statement  of  $8.4 
billion  in  cuts,  which  is  7  percent  of  the  total  cuts  that  you  have 
outlined  that  come  from  less  than  1  percent  of  the  total  budget? 
You  don't  quarrel  with  my  rough  numbers  in  that,  do  you? 

Dr.  Rivlin.  I  think  the  inevitable  result  of  agriculture  having 
been  a  heavily  subsidized  industry  is  that  when  you  look  for  cuts  in 
the  Federal  budget,  that  is  where  you  look. 

Chairman  Sabo.  Mr.  Hobson? 
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Mr.  HoBSON.  Thank  you,  Mr.  Chairman.  Thank  you  for  coming 
today.  When  you  were  on  television,  Mr.  Secretary,  you  had  a  list.  I 
wish  we  could  have  a  copy  of  that  list,  too,  so  we  are  all  talking 
from  the  same  menu  as  we  look  at  these,  and  in  one  format.  I 
think  they  are  in  the  book  somewhere,  but  I  would  like  to  have  the 
list  the  way  you 

Secretary  Bentsen.  I  would  be  delighted. 

Mr.  HoBSON.  If  you  could  give  us  the  list- 


Secretary  Bentsen.  I  left  with  a  network. 

Mr.  HoBSON.  Well,  it  would  be  helpful  if  we  all  had  the  same 
script. 

Secretary  Bentsen.  Fine,  good. 

Mr.  HoBSON.  I  represent  the  part  of  the  country  which  the  Presi- 
dent came  to.  He  slept  in  my  district,  he  ran  in  my  district,  and  the 
school  house  was  in  my  district  in  Chillicothe.  So  I  am  very  aware 
that  the  President  is  good  in  that  forum,  and  those  children  did  ask 
those  questions,  but  I  must  tell  you  there  are  a  lot  of  other  people 
and  a  lot  of  mail  that  is  coming  in,  not  from  organized  groups, 
from  individuals,  saying  we  want  to  pay  our  fair  share  and  we  are 
willing  to  work  toward  this,  and  I  think  there  are  a  lot  of  members 
saying  that  today,  but  we  are  worried  about  the  long-term  effect  of 
this  idea — and  many  of  us  haven't  been  in  Congress  very  long.  This 
is  my  second  term.  I  was  in  the  State  legislature  where  we  had  a 
balanced  budget  amendment  and  we  had  a  line-item  veto,  and  we 
had  a  lot  of  confidence  that  we,  with  those  items,  could  control 
what  went  on  better  in  our  State  if  we  didn't  get  more  mandates 
down  from  the  Federal  Government  always  changing  everything  on 
us. 

But  be  that  aside,  wouldn't  there  be  more  confidence  in  this  pro- 
gram if  we  began  discussion  again  of  the  line-item  veto  and  the  bal- 
anced budget  amendment  so  that  people  know  or  have  some  confi- 
dence that  they  are  not  going  to  be  conned  again,  that  spending  is 
going  to  go  on,  taxes  are  going  to  be  higher,  but  we  are  not  going  to 
stop  the  hemorrhaging  out  in  the  future  years? 

Secretary  Bentsen.  Well,  I  would  say,  Mr.  Hobson,  incidentally,  I 
was  looking  at  your  background  and  we  have  some  comparable  ex- 
periences in  financial  institutions,  so  I  have  a  bit  of  a  feel  of  where 
you  are  coming  from. 

Let  me  say  I  think  that  this  line-item  veto,  as  worked  out  by  the 
leadership  over  here,  is  a  good  thing,  and  the  President  supports  it, 
I  know,  and  so  do  I.  If  you  are  talking  about  a  balanced  budget 
amendment  to  start  that  process  over  by  itself,  I  think  we  have  too 
much  to  do  in  the  meantime  to  try  to  get  to  that,  but  I  defer  to 

Dr.  RivLiN.  I  agree  with  that.  I  think  the  enhanced  rescission  au- 
thority is  a  good  version  of  the  line-item  veto.  I  also  think  this  is  a 
much  stronger  package  for  actual  reduction  of  the  deficit  than  any 
diversion  to  talking  about  a  balanced  budget  amendment.  A  bal- 
anced budget  amendment  would  be  just  a  way  of  saying  to  the  Con- 
gress, do  something  like  this,  and  we  have  proposed  the  specifics. 

Mr.  HoBSON.  With  all  due  respect,  I  think  the  public,  though, 
would  feel  much  better  if  that  were  in  this  context  of  the  discus- 
sions that  are  going  on.  Let  me  address  one  other  thing,  and  this  is 
probably  more  internal  to  this  committee  than  some  things  that  we 
have  talked  about.  Basically,  many  of  the  members  are  new  on  our 
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side  of  the  aisle  in  this  committee,  and  we  have  a  new,  energetic 
chairman  who  has  very  much  included  all  of  us  in  a  program  to 
come  up  with  specific  cuts  and  we  haven't  done  that  yet.  Part  of 
the  reason  for  that  is  that  we  have  been  trying  to  work  to  build  a 
consensus  amongst  ourselves  so  that  when  we  present  these  to  you, 
and  when  our  chairman  does,  we  have  some  backing  and  it  is  real 
and  intellectually  real,  and  that  is  one  of  the  reasons  we  haven't 
done  it. 

But,  Mr.  Secretary,  if  you  looked  at  my  background,  you  also 
know  that  I  wTote  a  lot  of  health  care  legislation  when  I  was  in  the 
State  legislature,  and  I  hope  that  many  of  us  can  have  some  input 
into  what  is  happening  there.  But  let  me  give  you  one  because  ev- 
erybody is  talking  about,  well,  we  haven't  done  any.  So  let  me  give 
you  one  to  talk  about  and  maybe  you  can  look  at. 

One  of  the  problems  in  health  care  is  that  they  have  this  spend- 
down  problem  and  people  go  into  nursing  homes.  Most  people  go  to 
nursing  hom.es — really,  about  40  or  50  percent  only  go  there  be- 
cause there  is  no  place  else  for  those  services,  which  leads  us  into 
an  in-home  health  care  program,  which  I  think  would  be  good.  But 
the  problem  is  that  many  people  go  in  and  after  about  4  to  6  or  8 
months  there,  they  have  lost  all  their  assets  due  to  the  cost,  but 
also  due  to  a  spend-down  situation. 

How  about  looking  back  at  a  5-year  feature  to  establish  eligibil- 
ity for  long-term  care  under  medicaid  and  tighten  estate  recovery 
processes  and  rules  for  long-term  care?  Wouldn't  that  have  a  posi- 
tive effect  and  isn't  that  one  place  we  can  achieve  some  savings? 

Dr.  RiVLiN.  I  think  it  is  worth  looking  at.  It  is  a  hard  thing  to 
actually  legislate  and  enforce,  but  I  think  it  is  worth  looking  at. 

Mr.  HoBSON.  The  spend-down  is  a  problem,  isn't  it? 

Dr.  RiVLiN.  Yes,  it  is. 

Mr.  HoBSON.  Thank  you  very  much. 

Chairman  Sabo.  Mr.  Frank? 

Mr.  Frank.  Thank  you.  Mr.  Secretary,  Dr.  Rivlin,  I  was  a  little 
surprised  to  hear  some  of  my  colleagues  on  the  other  side  say  that 
they  didn't  think  we  should  come  up  with  specific  cuts  and  that 
this  was  the  administration's  role.  I  think,  in  fact,  that  is  essential, 
and  the  gentleman  from  Ohio  came  close  to  a  specific.  One  out  of 
five — we  are  talking  about  ratios — out  of  five  Republicans  who 
have  spoken  so  far,  one  out  of  five  had  anything  specific  to  say. 

I  would  just  suggest  to  my  friend,  the  ranking  minority  member, 
instead  of  singing  "Tomorrow,"  I  have  a  new  song  for  him.  It  is 
called  "Yes,  We  Have  No  Specifics,"  and  I  think  that  is  the  Repub- 
lican theme  song  for  the  budget.  An  example  we  have  of,  it  seems 
to  me,  the  wrong  kind  of  discussion  is  we  had  a  lot  of  debate  about 
whether  or  not  having  people  go  from  a  50-percent  to  85-percent 
tax  rate  on  social  security  if  they  make  more  than  $25,000  is  a  tax 
increase  or  a  spending  cut.  We  had  no  discussion  of  whether  or  not 
it  is  good  public  policy,  and  bogging  down  in  this  kind  of  labeling — 
maybe  everybody  here  wants  to  be  Commissioner  of  the  Food  and 
Drug  Administration  and  not  a  Congressman.  Now,  in  the  Food 
and  Drug  Administration  you  fight  about  labeling.  In  Congress,  you 
fight  about  what  is  good  public  policy. 

Yes,  cuts  are  unpleasant.  I  sat  here  for  several  years,  and  I  will 
repeat  what  I  said  last  year.  No  appropriations  bill  in  my  memory 
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has  come  to  the  floor  with  any  restriction  against  people  offering 
amendments  to  cut,  and  I  don't  remember  my  RepubUcan  col- 
leagues who  were  here  last  year  offering  a  total  of  cuts  that  was 
very  substantial.  The  gentleman  from  Texas  said,  well,  he  had  $142 
million,  most  of  which  were  adopted.  But  if  they  do  have  them  and 
they  have  these  cuts  left  around,  they  can  offer  them  again. 

The  gentleman  from  Ohio  wanted  to  talk  about  killing  the 
maimed  space  station.  I  will  be  with  him,  but  on  past  practice  a 
majority  of  Republicans  will  not  be  with  him.  A  majority  of  Repub- 
licans voted  on  the  other  side.  Now,  the  problem  is  we  have  all  in- 
herited a  deficit  situation.  Some  of  us  participated  on  both  sides  in 
creating  it.  Cutting  the  deficit  is  difficult  and  without  more  speci- 
ficity it  won't  happen. 

I  would  just  want  to  ask  one  question  because  we  talked  about 
how  spending — the  premise  of  the  Republican  position  seems  to  be 
that  spending  is  a  terrible  thing  and  that  spending  is  bad.  My 
sense  is  that  some  spending  is  bad,  some  spending  is  good.  When 
we  increase  Head  Start,  when  we  do  inoculations,  that  is  govern- 
ment spending;  I  think  that  is  a  good  thing. 

There  was  some  criticism  of  the  increased  spending  in  this  pro- 
gram; that  is,  people  have  said  there  are  some  cuts,  but  there  is 
also  increased  spending.  I  would  ask  the  Secretary  and  the  Assist- 
ant Budget  Director  if  they  would  just  describe  for  us  some  of  the 
increased  spending  that  has  been  put  into  the  program  that  does  to 
some  extent  offset  the  cuts. 

It  is  my  sense  that  this  is,  in  fact,  good  spending,  and  I  don't 
think  it  is  an  accident  that  my  Republican  colleagues  have  de- 
nounced that  in  general,  but  don't  want  to  take  it  on  in  particular. 
Would  you  just  talk  about  some  of  the  increased  spending  you  have 
got  in  there? 

Secretary  Bentsen.  Well,  let  me  give  you  a  couple  of  them  there. 
Let  us  look  at  immunization.  Can  anyone  argue  against  that?  We 
are  talking  about  a  ten-for-one  payoff.  I  look  down  at  the  Mexican 
border.  I  look  at  a  measles  epidemic  that  we  had  in  Dallas,  Texas — 
a  measles  epidemic,  something  that  can  be  taken  care  of  with  im- 
munization. 

Mr.  Frank.  Now,  Mr.  Secretary,  if  you  canceled  that  immuniza- 
tion, would  that  increase  your  ratio  of  spending  to  taxes? 

Secretary  Bentsen.  Yes,  that  would,  that  is  right.  I  look  at  the 
kind  of  a  situation  where  we  are  trying  to  help  lifetime  learning 
and  investing  in  education.  I  look  at  Head  Start  and  what  we  are 
talking  about  there,  a  program  that  has  been  successful  investing 
in  those  children  and  in  their  future.  Those  are  spending  things, 
but  also  I  think  they  are  investments. 

Mr.  Frank.  I  appreciate  that,  and  I  would  just  point  out  that 
these  are  spending  programs  which  accomplish  things  which  no 
amount  of  private  spending  is  likely  to  be  able  to  accomplish  in 
some  cases,  putting  more  police  on  the  streets,  cleaning  up  the 
waters,  doing  things  like  Head  Start  when  we  are  talking  about 
poor  people.  Yes,  private  sector  activity  will  be  the  main  engine  of 
American  prosperity,  but  there  are  also  things  that  are  absolutely 
essential  to  the  quality  of  our  lives  that  simply  cannot  be  accom- 
plished if  there  is  not  public  spending. 

Dr.  Rivlin? 
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Dr.  RiVLiN.  I  agree  with  that,  and  we  haven't  talked  about  infra- 
structure and  improving  our  roads  and  transportation.  We  haven't 
talked  about  getting  a  big  leap  forward  in  technology,  the  kinds  of 
things  the  President  was  talking  about  on  the  West  Coast  yester- 
day. Those  are  things  the  Government  has  to  do. 

Mr.  Frank.  Well,  I  agree  and  I  think  that  there  is  a  danger 
when  people  spend  a  lot  of  their  time  characterizing  the  increase 
that  people  will  pay  on  their  taxes,  on  their  social  security.  They 
manage  to  avoid  taking  a  position  on  whether  it  is  a  good  or  bad 
thing,  and  I  think  we  should  do  a  bit  less  labeling  and  a  lot  more 
debating  of  substance.  If  my  Republican  colleagues  have  a  lot  of 
leftover  amendments  that  weren't  acted  on,  then  they  shouldn't 
have  trouble  coming  up  with  specifics.  They  ought  to  bring  them 
forward.  My  recollection  is  if  you  take  the  cumulative  number  of 
amendments  that  received  majority  Republican  support  last  year, 
you  won't  have  made  very  much  of  a  deficit  dent. 

Chairman  Sabo.  Mr.  Secretary,  I  understand  you  need  to  leave 
by  a  little  before  12:30  and 

Secretary  Bentsen.  I  thought  it  was  12,  but  I  guess  it  is  12:30,  all 
right,  all  right. 

Chairman  Sabo.  What  is  your  time  schedule? 

Secretary  Bentsen.  Why  don't  I  split  the  difference? 

Chairman  Sabo.  Okay.  Why  don't  we  go  with  Mr.  Inglis?  We 
have  a  vote  going  and  we  will  not  reconvene  after  the  vote.  Mr. 
Coyne,  you  were  going  to  be  next  on  our  side.  I  am  not  sure  if  you 
w-ant  to  stay  and  ask  questions,  which  may  mean  you  do  or  do  not 
get  the  journal  vote. 

Mr.  Inglis? 

Mr.  Inglis.  Thank  you,  Mr.  Chairman,  and  I  want  to  join  Mr. 
Miller  in  thanking  you  for  letting  the  freshmen  ask  questions.  That 
was  very  nice  of  you.  And  thank  you,  Mr.  Secretary  and  Dr.  Rivlin, 
for  being  here. 

I  am  new  at  this.  I  have  never  been  elected  to  public  office 
before,  never  run  for  public  office,  and  like  Mr.  Miller,  I  didn't 
come  here  necessarily  as  a  Republican  versus  a  Democrat.  I  came 
here  as  a  reformer  and  I  probably  sit  here  as  somewhat  of  an  odd 
duck,  and  that  is  somebody  who  is  in  favor  of  term  limits  and  has 
agreed  to  a  voluntary  term  limit  of  three  2-year  terms,  a  person 
who  wants  to  abolish  political  action  committees  and  refuses  to 
take  a  dime  of  their  money — never  have,  never  will.  So  I  am  a 
little  bit  of  a  rare  commodity,  I  suppose,  and  try  to  be  the  reform- 
er's reformer. 

But  in  my  newness  at  this,  I  am  aware  of  two  things,  though, 
and  maybe  I  am  catching  on  fast.  One  of  them  is  I  think  that  I  am 
afraid  that  the  White  House  is  actually  showing  a  lack  of  leader- 
ship here  in  identifying  additional  cuts,  and  I  welcome  the  invita- 
tion to  provide  additional  cuts.  In  fact,  we  will.  My  office  is  work- 
ing on  those  right  away. 

But  the  problem  with  that  is  I  am  afraid  it  is  somewhat  like 
what  was  said  in  the  Wall  Street  Journal  about  the  Clinton  admin- 
istration's approach  to  Ross  Perot,  and  that  was  the  hope  that  Mr. 
Perot  would  go  out  and  define  the  extreme  position  so  that  Mr. 
Clinton  would  look  like  he  had  a  moderate  position.  I  think  politi- 
cally what  we  are  being  asked  to  do  here  is  step  out.  I  mean,  this  is 
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a  reformer  who  doesn't  know  this  process,  but  who  is,  I  think, 
catching  on  pretty  fast. 

We  are  being  asked  to  step  out  way  ahead  of  the  Clinton  admin- 
istration so  that  the  administration  can  say  to  all  the  lobbyists, 
look  at  those  awful  Republicans  who  are  cutting  and  dicing  these 
programs  to  pieces.  And  then,  yes,  Mr.  Secretary,  we  will  end  up  as 
you  were,  left  in  the  cold  on  the  House  floor.  That  is  my  concern. 

My  second  concern  is  specifically  something  else  I  am  catching 
on  to.  This  stimulus  package  and  the  old-style,  old-time  public 
works  program,  I  believe,  is  a  big  lump  of  sugar  that  helps  the 
medicine  go  down,  and  what  I  see  is  an  opportunity  to  move 
around  the  floor  of  the  House  saying  if  you  want  to  belly  up  to  the 
trough  and  get  that  road  project  for  your  district,  you  had  better 
start  singing  loud  and  strong  about  patriotic  sacrifice  because  if 
you  don't,  there  ain't  going  to  be  no  funding  for  your  road. 

I  am  sitting  here  again  as  somewhat  of  an  odd  duck.  This  last 
Sunday  in  our  largest  newspaper  in  the  district,  an  editorial  by  me 
was  published  saying  that  I  oppose  the  highway  transportation  bill, 
the  $151  billion  bill  I  believe  to  be  the  pork  barrel  bill  of  the  centu- 
ry because  it  is,  in  fact,  the  pork  barrel  bill  of  the  century.  But  it 
has  about  a  $100  million  project  for  my  district  in  it,  and  the  inter- 
esting thing  that  I  have  heard  from  my  people  is  they  appreciate 
that  principled  stand. 

What  I  am  afraid  of  in  this  Congress,  much  like  an  alcoholic,  is 
this  delivery  of  this  pork  barrel  opportunity  is  like  taking  a  case  of 
liquor  to  an  alcoholic.  This  Congress  cannot  restrain  itself.  This 
Congress  will  walk  around — and  I  am  afraid  the  Clinton  adminis- 
tration will  hold  this  out.  You  want  to  belly  up?  Sing  loud  and 
strong  about  patriotic  sacrifice.  This  is  reform,  this  is  what  we  need 
to  change. 

So  I  am  asking  you,  satisfy  my  fears  that  this  public  works  pro- 
gram is  not  a  big  lump  of  sugar  to  let  the  medicine  go  down  and  an 
opportunity  to  buy  votes  in  the  House. 

Secretary  Bentsen.  Well,  let  me  say,  Congressman,  that  what 
you  are  seeing  here — you  know,  we  can  hear  comments  about  it  is 
too  much  cuts,  it  is  too  little  cuts.  What  we  have  tried  to  put  to- 
gether as  we  have  gone  through  all  those  tables  and  all  those  lists 
is  a  package  of  those  cuts  in  a  balanced  way  against  the  revenue- 
raisers  and  the  cuts  that  we  can  pass. 

It  doesn't  do  you  any  good  to  get  out  here  at  a  point  where  you 
don't  think  you  can  get  a  majority  of  votes.  We  think  we  are 
stretching  the  envelope  now,  and  it  may  be  the  fact  that  you  think 
one  of  our  cuts — you  have  a  better  one.  You  may  do  a  substitute  or 
you  may  add  one,  but  that  is  the  way  the  system  works,  and  we 
want  to  have  your  input  in  that  regard  and  we  are  sincere  about 
that.  I  imagine  there  will  be  some  things  that  will  be  passed,  obvi- 
ously, that  are  different.  That  is  the  way  it  works. 

Let  me  make  another  point.  This  President  will  use  that  bully 
pulpit  when  he  talks  about  some  of  these  sacrifices  that  have  to  be 
made,  the  sharing  of  them.  He  is  not  going  to  cut  and  run.  He  is 
going  to  the  people  on  that  to  try  to  sell  them  because  it  isn't  easy. 
I  think  the  American  people  have  reached  that  point  where  they 
understand  we  have  to  do  these  things,  and  I  think  they  are  going 
to  continue  to  support  it  in  spite  of  the  lobbyists  and  what  they 
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will  try  to — and  I  know  what  the  lobbyists — they  are  doing  what 
they  hired  out  for  and  they  are  trying  to  excite  their  clients  and 
get  them  concerned  and  get  them  stirred  up  so  they  can  earn  their 
fees  and  earn  their 

Mr.  Inglis.  But  specifically  on  the  highway  transportation  bill, 
as  I  understand  the  President,  he  said  let  us  fully  fund  the  high- 
way transportation  bill,  this  Intermodal  Surface  Transportation  Ef- 
ficiency Act  of  1991.  I  believe  it  to  be  the  pork  barrel  bill  of  the 
century.  It  has  got  bicycle  trails  in  it,  it  has  got  running  trails,  it 
has  got  bicycle  coordinators  in  it,  it  has  got  everything  in  the 
world. 

Now,  what  I  want  to  know  is,  specifically,  why  is  the  Clinton  ad- 
ministration not  using — or  tell  me  why  I'm  not  incorrect  that  that 
is  an  opportunity  to  buy  votes  on  the  floor  of  the  House. 

Dr.  RiVLiN.  We  believe  there  is  a  real  need  for  better  transporta- 
tion. 

Mr.  Inglis.  Bicycle  paths? 

Dr.  RiVLiN.  Yes,  bicycle  paths.  That  is  not  a  big  money  item,  but 
it  is  certainly  one  that  has  a  lot  of  appeal  in  terms  of  getting  some 
cars  off  the  roads.  But  the  main  money,  as  you  very  well  know,  is 
for  improving  our  highway  system.  Now,  that  can  be  used  in  a  pork 
barrel  way;  it  has  been  sometimes  by  the  Congress,  as  we  all  know. 
Our  effort  will  be  to  make  sure  that  the  money  goes  for  projects 
that  are  really  needed  to  improve  transportation,  and  there  are  a 
lot  of  them. 

Mr.  Inglis.  Good.  I  am  glad  to  hear  that.  One  specific  suggestion 
I  would  like  to  make  because  I  do  want  to  be  specific  here — I  want 
to  work  together  with  the  administration  because  I  believe,  as  one 
of  my  compatriots  said  here,  the  American  people  want  the  Presi- 
dent to  succeed.  We  want  to  deal  with  the  debt  and  I  want  to  see 
that  happen. 

One  specific  proposal  I  would  like  to  offer  to  you  is  that  we  use 
objective  criteria  to  evaluate  those  highway  projects,  and  I  can  give 
you  the  editorial  that  has  a  beginning  of  how  those  objective  crite- 
ria will  be  developed.  But  the  concept  is  to  do  what  American  busi- 
ness does  all  the  time,  and  that  is  evaluate  projects  on  their  merit 
rather  than  who  sits  on  what  committee,  and  that  we  are  not  going 
to  build  another  road  to  nowhere  in  West  Virginia  for  Senator 
Byrd.  We  are  not  going  to  do  that  if  we  use  this  objective  criteria. 
We  are  going  to  make  those  decisions  in  a  more  rational  way. 

I  would  like  to  offer  that,  and  would  ask  the  administration  to 
include  it  within  the  plan.  In  other  words,  yes,  if  we  are  going  to 
pursue  legitimate  projects,  and  there  are  some — the  one  in  my  dis- 
trict, I  believe,  is  a  legitimate  project,  but  I  refuse  to  support  the 
bill  because  to  cast  my  support  for  that  bill  would  be  to  vote  for  all 
the  bicycle  paths  and  all  of  the  other  wasteful  projects. 

So  I  am  willing  to  submit  my  project  to  that  objective  criteria. 
Frankly,  it  is  not  going  to  be  the  top  on  the  list  because  it  is  for 
long-term  economic  development.  There  are  others  that  need  to  be 
addressed  more  quickly  because  of  the  road  needs  or  the  safety  con- 
siderations. But  may  I  submit  that  to  the  administration  and  ask 
for  your  consideration  of  objective  criteria  to  evaluate  highway 
projects  in  this  program? 

Secretary  Bentsen.  We  will  be  happy  to  look  at  it. 
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Mr.  Inglis.  Thank  you. 

Mr.  Shays.  Mr.  Chairman,  I  am  wondering  if  the  good  Secre- 
tary— there  are  three  members  who  are  left.  We  each  are  given  5 
minutes.  We  have  waited  all  day.  If  he  would 

Secretary  Bentsen.  Let  us  do  it,  let  us  go. 

Mr.  Shays.  Thank  you,  thank  you. 

Secretary  Bentsen.  All  right. 

Mr.  Shays.  Until  12:30,  if  he  doesn't  mind.  That  is  15  minutes. 

Secretary  Bentsen.  Okay. 

Chairman  Sabo.  A  quick  comment  before  Mr.  Inglis  leaves.  I 
happen  to  be  one  of  the  bike  advocates  in  the  Congress.  The  truth 
is  that  half  the  people  in  this  country  live  within  5  miles  of  work, 
and  one  of  the  great  untapped  methods  of  transportation  in  urban 
areas  is  biking.  In  coordination  with  transit,  it  is  a  quick  way  to 
get  to  transit  stops.  Unfortunately,  most  transit  stops  in  the  coun- 
try do  not  have  bike  racks,  a  very  simple  thing  simply  to  accommo- 
date people  to  get  there  in  an  energy-efficient,  non-polluting  way 
that  substantially  improves  the  flow  of  traffic.  Most  European 
countries  are  way  ahead  of  us  in  urban  areas  in  accommodating 
transportation  by  bikes. 

Mr.  Coyne? 

Mr.  Coyne.  Thank  you,  Mr.  Chairman.  Mr.  Secretary,  in  the  rev- 
enue section  of  your  proposal  the  administration  repeals  deferral 
for  the  excessive  accumulated  foreign  earnings,  as  you  are  aware. 
What  effect  is  this  going  to  have  on  the  competitive  position  of  U.S. 
firms  that  are  operating  overseas?  Would  it  have  any  adverse  effect 
on  them? 

Secretary  Bentsen.  Frankly,  I  don't  think  so,  and  what  we  have 
seen  insofar  as  passive  income  is  a  build-up  of  capital  and  a  defer- 
ral of  bringing  money  back  and  subjecting  it  to  taxes,  and  I  think 
that  is  a  mistake  and  so  that  is  why  we  have  limited  it. 

Mr.  Coyne.  So,  in  your  judgment,  it  wouldn't  put  our  companies 
operating  overseas  at  a  competitive  disadvantage? 

Secretary  Bentsen.  No.  They  won't  like  it,  but  I  don't  think  it 
will. 

Mr.  Coyne.  Relative  to  the  new  energy  tax,  it  has  often  been  said 
that  it  has  a  regressive  nature  to  it  to  some  extent.  What  have  we 
done  to  make  the  energy  proposal  less  regressive? 

Secretary  Bentsen.  Well,  we  went  to  great  lengths  to  see  that  it 
was  taken  care  of,  and  what  we  did  was  the  earned  income  tax 
credit.  We  beefed  that  up  substantially.  We  have  it  now  where  it 
phases  out  at  $30,000  for  a  family.  We  have  even  taken  care  of  the 
person  that  doesn't  have  a  child  by  a  modest  assistance  on  that 
one. 

In  addition  to  that,  we  have  gone  to  some  lengths  on  LIHEAP  in 
helping  people  of  lower  income  and  taking  care  of  the  increased 
cost  that  they  might  have  from  their  energy  bill.  Now,  we  have 
done  that  with  food  stamps,  and  when  we  got  through  with  the  dis- 
tribution charts,  those  people  making  under  $30,000  were  not  im- 
pacted and  those  above  that,  from  30  to  100,  had  a  relatively  mild 
addition.  I  cited  the  one  at  $40,000,  at  $17  a  month,  and  what  has 
happened  to  them  through  the  recent  reduction  of  interest  charges 
if  they  have  a  home  mortgage  or  if  they  have  money  they  owe  on  a 
car.  Those  things  have  been  substantially  helped  in  giving  them  a 
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reduction  of  their  living  costs,  and  in  most  instances  that  has  saved 
them  far  more  than  any  energy  cost  to  them. 

Mr.  Coyne.  On  another  subject,  in  denying  the  deduction  for  ex- 
ecutive pay  over  $1  million,  are  there  going  to  be  any  exceptions  to 
that  rule? 

Secretary  Bentsen.  There  are  no  exceptions  to  it  now,  but  I 
assume  the  Congress  will  be  working  on  that,  and  whether  they  do 
or  not  is  within  their  judgment. 

Mr.  Coyne.  But  there  are  no  exceptions  in  the  proposal  as  it  is 
now  written? 

Secretary  Bentsen.  None,  no. 

Mr.  Coyne.  Thank  you.  Thank  you,  Mr.  Chairman. 

Chairman  Sabo.  Mr.  McMillan? 

Mr.  McMillan.  Thank  you,  Mr.  Secretary,  for  taking  a  little 
extra  time,  and  I  will  try  to  be  brief. 

Secretary  Bentsen.  Let  me  interrupt  and  not  charge  it  to  your 
time,  I  hope.  It  has  been  called  to  my  attention  that  on  the  previ- 
ous issue  of  executive  pay  there  is  one  possible  exception  where  it 
is  linked  to  productivity  increase.  That  is  a  part  of  my  answer.  I 
apologize. 

Mr.  McMillan.  Thank  you.  I  would  like  to  emphasize  again  the 
importance  of  addressing  this  issue  by  looking  at  the  same  num- 
bers. The  President  emphasized  that  in  his  speech  and  it  won  wide 
applause,  and  I  think  it  probably  won  applause  from  both  sides. 
Yet,  we  have  a  proposal  here  that  includes  mixed  numbers. 

The  baseline  deficit  projections  used  are  not  those  of  CBO  in 
your  projection.  I  think  you  have  used  CBO's  economic  forecast, 
but  then  you  have  used  Treasury  Department  revenue  estimates.  I 
am  not  here  to  debate  that,  but  I  do  think  it  is  important  that  we 
do  that  and  that  we  iron  out  whether  or  not  we  are  going  to  treat 
social  security  tax  increases  as  a  tax  increase  or  a  net  spending  re- 
duction because  I  think  many  of  us  try  to  approach  these  things 
constructively  and  truly  hope  that  we  can  have  a  bipartisan  effort 
to  address  this  problem.  I  think  that  is  what  the  public  expects  of 
us. 

I  think  this  election  was  about  change,  and  one  of  the  expecta- 
tions out  there  is  that  Congress  would  put  aside  its  partisan  differ- 
ences and  that  the  President  would  do  likewise  and  come  to  grips 
w'ith  the  problems  facing  this  country,  which  are,  on  the  one  hand, 
economic,  but  I  think  in  the  public's  mind  very  much  related  to 
what  has  in  the  past  been  irresponsible  action  in  coming  to  grips 
with  the  budget  deficit,  and  I  think  that  is  what  we  are  really  de- 
bating about  here. 

I  was  one  of  those  50-odd  Republicans  that  voted  for  the  budget 
summit  agreement  and  I  have  been  pilloried  for  it  because  it  did 
include  a  $30  billion  tax  increase.  But  the  only  reason  that  I  was 
willing  to  do  that  was  because  I  thought  we  were  achieving  in  that 
process  a  strong  measure  of  spending  control.  It  did  include  caps  on 
discretionary  spending,  which  is  an  across-the-board  approach  and 
one  that  I  think  you  all  advocate  continuing  with  respect  to  discre- 
tionary spending. 

Where  it  failed  was  in  coming  to  grips  with  uncontrolled  growth 
of  entitlement  programs,  in  my  judgment.  I  think  the  numbers 
bear  that  out.  We  have  had  endless  testimony  to  that  effect  in  this 
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committee  and  I  worked  for  2  years  with  the  former  chairman,  Mr. 
Panetta,  on  trying  to  come  to  grips  with  a  way  to  deal  with  those 
entitlement  programs. 

I  have  been  in  business  for  20  years.  I  have  been  a  financial  offi- 
cer, Mr.  Secretary,  of  a  financial  conglomerate  and  I  have  had  the 
responsibility  of  adding  up  numbers,  and  I  have  looked  at  these 
numbers  from  every  angle  and  everybody's  interpretation  and 
what  it  seems  to  me  is  over  a  5-year  period  we  have  $320  billion 
worth  of  new  revenue  and  $90  billion  worth  of  net  spending  reduc- 
tions. 

We  can  quibble  around  the  edges  of  that,  but  that  is  about  the 
ratio,  and  in  the  final  year,  the  fifth  year,  I  will  say,  because  we 
are  required  to  set  up  5-year  budgets,  the  projected  deficit  in  that 
fifth  year,  according  to  your  numbers,  will  be  $241  billion,  which  is 
only  $20  billion  less  than  the  projected  deficit  next  year. 

Now,  Mr.  Greenspan  feels  positive  about  that  and  maybe  the 
bond  market  feels  positive  about  that,  although  interest  rates  have 
been  dropping  for  2  years;  they  didn't  just  start  last  week.  I  don't, 
and  I  don't  think  that  gets  at  the  solution  to  the  problem.  So  the 
bottom  line  is  we  are  under  the  gun,  in  my  judgment,  to  take  a 
serious  look  at  getting  this  proposal  in  the  kind  of  shape  that  has 
far  more  spending  reductions  or  less  spending  increases  in  it  than 
it  currently  has  and  a  modification  of  the  tax  thing  to  the  point 
where  it  doesn't  sap  the  energy  out  of  the  economy. 

As  one  willing  to  work  with  you,  I  guess  my  question  would 
really  boil  down  to  this.  How  can  we  work  with  the  administration 
that  has  already  put  its  proposals  before  the  Congress  other  than 
to  simply  come  up  with  a  comprehensive  alternative,  which  we  Re- 
publicans are  going  to  try  to  do? 

I  would  suggest  that  any  sensible  approach  to  dealing  with  that 
has  to  include  more  of  the  issue  of  health  care  reform  than  we 
have  done  simply  because  you  are  already  talking  about  right  now 
additional  cost  increases  that  are  leaking  out  of  the  task  force  on 
health  care  reform  that  aggregate  some  $80  billion  a  year  more 
than  has  been  proposed  in  these  budget  proposals.  I  would  suggest 
that  in  coming  up  with  alternatives  we  are  going  to  do  our  dead- 
level  best  to  try  to  prospectively  address  the  issue  of  health  care 
reform. 

So  if  you  could  give  us  some  indication  as  to  how  we  can  have 
direct  input  into  this  thing  before  the  train  leaves  the  station,  I 
would  be  delighted  to  try  to  comply. 

Secretary  Bentsen.  Well,  let  me  try  to  address  some  of  your  com- 
ments in  sequence.  First,  insofar  as  why  Treasury  has  done  the  tax 
revenues,  that  is  our  so-called  area  of  expertise  and  that  is  why  we 
have  done  that,  and  that  is  historical.  On  the  other  side,  CBO  took 
care  of  their  part  of  that  in  their  estimates. 

Now,  let  me  further  state  that  insofar  as  entitlements,  with  the 
exception,  and  very  notable  exception,  of  health  programs  and 
some  countercyclical  programs  such  as  unemployment  compensa- 
tion, the  entitlement  programs  have  been  growing  at  a  rate  below 
the  Consumer  Price  Index,  which  is  some  encouragement  for  a 
change. 
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Mr.  McMillan.  Senator,  if  I  might  just  interject  there,  I  am 
speaking  specifically  of  medicare  and  medicaid,  and  last  year  med- 
icaid increased  28  percent  and  medicare  15  percent. 

Secretary  Bentsen.  If  you  would  let  me  finish,  I  stated  very 
clearly,  with  the  exception  of  health  programs,  and  that  is  one  of 
our  serious  concerns  and  problems  and  that  is  why  the  President  is 
concentrating  on  it  so  as  to  see  if  we  can  get  access  to  health  care 
at  reasonable  cost  and  bring  those  costs  under  control.  That  is  not 
going  to  be  easy,  as  you  well  understand,  but  we  are  dedicated  to 
trying  to  bring  that  about. 

Do  you  have  a  comment  you  would  like  to  make? 

Dr.  RiVLiN.  Well,  I  think  that  is  right.  The  deficit  number  that 
you  cited  is  indeed  an  illustration  of  the  health  care  problem.  With 
this  plan  we  get  the  deficit  in  1997  down  to  $206  billion,  but  as  you 
rightly  point  out,  if  you  look  beyond  1997  the  numbers  start  going 
up  again  without  health  care  cost  reform.  They  start  going  up 
again  because  of  medicare,  medicaid  and  interest  on  the  debt.  So, 
clearly,  one  has  to  get  control  not  just  of  medicare  and  medicaid, 
but  of  the  general  health  cost  problem  in  the  country  if  we  are 
going  to  turn  that  around. 

Chairman  Sabo.  The  Secretary  has  to  leave  very  shortly,  if  we 
could  allow  Barbara  one  quick  question  and  Chris  one  quick  ques- 
tion. 

Mrs.  Kennelly.  Well,  then  I  am  going  to  go  right  to  the  heart  of 
the  matter  because  I  saw  a  paragraph — I  think  it  was  four  on  page 
3,  Mr.  Secretary,  where  you  talk  about  procedure,  that  you  will 
make  sure  that  we  will  adopt  corresponding  reductions  in  spending 
and  "I  look  forward  to  working  with  the  House  and  the  Senate."  So 
you  understand  we  can't  have  that  spending  without  the  deficit  re- 
duction, and  so  we  understand  that. 

But  what  I  would  like  to  say  to  you  is  you  are  going  to  get  more 
suggestions  for  budget  reductions,  specific,  as  we  well  know,  from 
across  the  aisle,  obviously,  and  Mr.  Stenholm.  They  will  be  good 
suggestions,  but  it  is  who  gets  the  majority;  that  is  what  will  be 
enacted. 

But  being  a  member  of  Ways  and  Means  and  knowing  that  both 
of  you  understand  how  this  situation  works  completely — and  that 
is  why  I  am  so  delighted,  Mr.  Secretary,  that  you  are  in  the  posi- 
tion you  are — you  have  these  specific  changes  that  are  being  talked 
about,  but  there  is  something  that  I  want  to  commend  you  for  and 
hope  you  continue  to  do,  and  that  is  that  you  have  not  come  out 
with  the  specifics  of  the  various  tax  changes  yet  and  I  caution  you 
not  to  do  it  for  a  little  while  because  when  you  begin  to  have  the 
tax  code  go  in  with  other  Federal  programs — you  are  nodding;  you 
already  know  what  I  am  going  to  say.  Let  me  just  quickly  give  you 
an  example  so  your  staff  hears  me,  so  I  might  get  an  answer. 

Marriage  penalty:  the  ratio  from  old  rates — it  was  to  be  60  per- 
cent; now  it  is  82  percent.  Could  we  look  at  that,  maybe,  before  it  is 
in  cement?  The  relationship  of  the  investment  tax  credit  for  corpo- 
rations— you  know,  that  with  the  minimum  tax  and  how  that  re- 
lates has  to  be  looked  at. 

Secretary  Bentsen.  No  question  about  that. 

Mrs.  Kennelly.  And  then  a  quickie,  the  earned  income  tax 
credit — I  have  worked  on  the  earned  income  tax  for  families  and 
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that  line  the  President  had  about  no  one  should  work  40  hours  and 
live  in  poverty — we  have  got  to  look  at  that  one.  It  is  the  first  time 
that  we  have  individuals  who  don't  have  children  being  covered  by 
that,  and  we  don't  want  them  using  one  Federal  program,  like  stu- 
dent work-study,  to  offset  another 

So  all  I  am  saying  is  we  know  how  difficult  this  whole  thing  is. 
You  have  got  the  whole  political  fight,  but  on  the  specifics  let  us  be 
very  careful  with  where  we  come  out  that  we  have  got  it  all  right. 
It  is  just  something  I  think  we  all  want  to  work  on  and  I  am  so 
delighted  you  are  in  the  position,  and  thank  you  for  mortgage  reve- 
nue bonds  and  thank  you  for  not  having  oil  import  tax.  And  I  will 
thank  you,  Mr.  Chairman. 

Secretary  Bentsen.  Let  me  tell  you,  we  are  not  going  to  have  it 
perfect  when  we  bring  out.  There  will  still  be  glitches  and  correc- 
tions that  will  have  to  be  made.  We  understand  that,  and  you  have 
seen  what  we  have  gone  through.  We  put  this  package  together,  I 
guess,  in  5  weeks  or  so,  and  I  think  how  many  months  we  worked 
on  the  budget  summit  agreement  in  1990  to  bring  that  one  about. 
So  we  put  that  caveat  up  front  that  you  are  quite  right  in 
trying 

Mrs.  Kennelly.  Take  another  week,  sir. 

Secretary  Bentsen.  [continuing]  to  iron  it  out  as  much  as  we  can. 

Mrs.  Kennelly.  Thank  you,  sir.  Thank  you,  doctor. 

Secretary  Bentsen.  Thank  you  very  much. 

Chairman  Sabo.  A  final  short  question,  Chris  Shays. 

Mr.  Shays.  I  first  want  to  thank  the  gentlelady  for  sharing  her 
time,  and  to  thank  you,  Mr.  Chairman,  and  also  you,  Mr.  Secre- 
tary. I  just  would  outline  my  question  by  saying  one  of  our  tasks  on 
this  side  is  just  really  trying  to  figure  out  what  we  have  before  us 
so  we  can  make  logical  suggestions  because  when  we  heard  the 
President  we  were  told  basically  we  were  going  to  have  a  deficit 
reduction  of  $500  billion.  I  realize  that  was  gross  deficit  reduction, 
but  gross  deficit  reduction  really,  candidly,  is  really  meaningless. 
We  realize  it  is  more  like  324.  That  is  ultimately  what  matters  to 
us. 

What  we  have  come  to  realize  is  that  we  have  a  net  spending  cut 
of  $93  billion  and  net  tax  increase  of  about  207,  with  debt  service 
being  the  other  24.  So  we  are  just  basically  getting  a  sense  of  this. 
What  causes  us  concern  is  we  see  the  deficit  drop  in  1995,  1996, 
1997,  and  actually  go  up  in  1998.  Regardless  of  health  care  or  what- 
ever, it  is  there,  and  so  I  guess  my  question  to  you  is  to  just  say  to 
you  that  it  seems  to  me  that  we  have  to  cut  more. 

I  would  like  to  see  the  space  station  eliminated.  I  would  like  to 
see  the  Superconducting  Supercollider  eliminated,  and  I  would  also 
suggest — and  I  would  love  your  comments — most  economists  say  we 
don't  need  a  stimulus  package.  I  agree  investments  are  good,  and  if 
we  are  going  to  spend,  have  it  be  investment,  but  we  don't  need  a 
stimulus  package.  They  say  the  economy  is  moving  out,  so  one 
other  area  we  could  look  for  in  cuts  besides  the  ones  I  have  men- 
tioned is  not  to  spend  an  additional  $109  billion  and  not  have  the 
additional  tax  cuts  of  $60  billion.  I  guess  my  comment  is  how 
locked  in  are  you  in  your  $109  billion  of  new  spending  programs. 

Secretary  Bentsen.  Well,  let  me  state  first,  when  you  talked 
about  the  gross  reduction  and  the  net,  there  was  no  attempt  to 
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hide  that.  You  look  on  page  22  of  the  Vision  for  Change  in  America 
and  in  a  table  called  highlights  of  the  plan  it  is  made  perfectly 
clear  that  this  is  the  net  that  we  are  talking  about.  So  that  point 
was  well  made.  Again,  we  get  into  the  question  of  whether  you  say 
a  fee  is  a  revenue  or  it  is  a  saving,  an  offset,  with  the  earned 
income  tax  credit,  and  then  again  with  the  cut  in  benefits  on  social 
security.  Those  things  have  been  done  time  and  again.  You  can 
argue  either  side  of  that  one,  but  overall  I  think  it  is  a  balanced 
package. 

I  share  with  you  the  deep  concern  as  to  what  happens  after  1997 
and  what  happens  with  health  care,  and  that  emphasizes,  just  as 
others  have  stated,  what  an  imperative  it  is  for  us  to  have  a  health 
reform  program  that  takes  that  into  recognition  in  holding  those 
costs  down. 

Mr.  Shays.  When  we  adopt  a  health  care  program,  am  I  going  to 
have  to  vote  for  more  spending? 

Secretary  Bentsen.  I  hope  not,  but  I  don't  know  whether  you 
phase  it  in  or  how  it  is  worked  out. 

Mr.  Shays.  But  won't  it  ultimately  cost  more  money? 

Secretary  Bentsen.  It  is  too  early  to  try  to  determine  what  that 
package  is. 

Mr.  Shays.  I  mean,  I  am  willing  to  vote  for  universal  health 
care,  but  won't  it  ultimately  cost  us  more  money? 

Dr.  RiVLiN.  We  are  not  just  talking  about  universal  health  care. 
We  are  talking  about  a  program  of  reducing  the  rate  of  growth  of 
everybody's  health  care  costs,  which  can  only  be  good  for  both  the 
economy  and  the  Federal  budget. 

Mr.  Shays.  I  agree  with  that,  but  is  your  package  going  to  come 
in  costing  less  or  costing  more? 

Dr.  RiVLiN.  We  don't  know  yet. 

Mr.  Shays.  Thank  you,  Mr.  Chairman.  Thank  you. 

Secretary  Bentsen.  Mr.  Chairman,  thank  you  very  much. 

Chairman  Sabo.  Well,  Mr.  Secretary  and  Dr.  Rivlin,  thank  you 
very  much  for  your  thoughtful  testimony.  I  think  you  are  truly  to 
be  commended  for  having  presented  to  us  and  helping  the  Presi- 
dent present  to  us  truly  a  very  comprehensive  program.  We  will  go 
through  discussion  and  action.  I  hope  the  end  result  is  that  we 
move  forward  with  the  most  comprehensive  program  we  have  had 
in  recent  history  in  dealing  with  both  fiscal  problems  and  economic 
problems  in  this  country.  So  thank  you  very  much. 

Secretary  Bentsen.  Thank  you  very  much,  Mr.  Chairman. 

Dr.  Rivlin.  Thank  you,  Mr.  Chairman. 

[Whereupon,  at  12:35  p.m.,  the  committee  was  adjourned.] 

[Additional  material  submitted  for  the  record  follows.] 

Prepared  Statement  of  Hon.  Lucien  E.  Blackwell,  a  Representative  in 
Congress  from  the  State  of  Pennsylvania 

Mr.  Chairman,  last  week  the  President  presented  a  bold  and  imaginative  program 
for  economic  recovery  in  America.  His  plan,  which  includes  some  increased  income 
taxes,  new  energy  taxes,  higher  taxes  for  corporate  America,  a  series  of  150  spend- 
ing cuts  and  some  new  spending  has  been  well  received  and  widely  accepted  by  the 
American  people.  In  fact,  more  than  half  of  those  polled  recently,  support  the  Presi- 
dent. 

In  announcing  his  proposed  economic  stimulus  and  deficit  reduction  package,  the 
President  concurrently  launched  a  program  to  investigate  ways  of  dealing  with  the 
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spiraling  costs  of  health  care  in  America,  demonstrating  his  clear  understanding 
that  we  really  can't  discuss  deficit  reduction  without  discussing  those  costs.  I  believe 
his  use  of  the  First  Lady  as  the  point  person  on  that  issue  is  wise  management. 

The  President,  like  no  other  President  over  the  past  three  decades,  has  made  an 
appeal  for  the  Nation  to  unite  to  solve  our  economic  problems.  He  has  asked  those 
of  us  in  Congress  to  put  aside  party  and  politics,  and  to  work  to  save  America.  Yet, 
despite  the  support  of  the  American  people  and  despite  the  President's  appeal,  there 
are  apparently  many  from  the  Republican  party  who  are  unwilling  to  cast  aside 
partisan  agendas. 

The  problems  we  face  are  staggering.  We  have  a  mounting  trade  deficit  that  now 
places  us  in  debt  to  our  trading  partners  rather  than  having  them  in  debt  to  us  as  it 
was  a  little  more  than  a  decade  ago.  We  are  no  longer  the  global  competitors  we 
once  were.  Disposable  income  is  consistently  on  the  decline,  and  most  Americans 
are  either  running  in  place  or  running  behind.  Times  are  tough  for  everybody,  and 
the  President  has  resolved  to  do  something  rather  than  do  nothing  as  some  have 
proposed.  Nine  million  Americans  are  out  of  work.  What  does  it  take  to  wake  some 
people  up? 

The  American  people  sent  a  message  in  this  last  election.  Apparently,  for  some, 
that  message  has  fallen  on  deaf  ears.  There  is  nothing  wrong  with  conflict.  Conflict 
is  necessary  for  learning.  There  is  nothing  wrong  with  disagreement.  We  don't  need 
all  yes  people  in  the  Congress.  There  is  nothing  wrong  with  believing  that  a  differ- 
ent approach  to  our  economic  problems  is  better.  The  President  has  invited  imagina- 
tion, creativity  and  differences  of  opinion.  But  he  has  also  challenged  us  to  "tell  him 
where,  no  hot  air.  " 

Mr.  Chairman,  since  1980,  income  has  shifted  from  the  hands  of  the  many  to  the 
hands  of  the  few.  We  have  more  millionaires  in  America,  but  we  also  have  hunger, 
poverty  and  more  homelessness.  Perhaps,  there  are  those  who  believe  that  America 
means  it  is  all  right  to  work  and  be  required  to  stand  in  soup  lines  and  sleep  in 
subway  stations  in  order  to  stretch  your  income.  Perhaps  there  are  those  who  be- 
lieve that  America  means  it  is  all  right  to  be  sick  and  not  have  access  to  medical 
care  because  such  care  can  not  be  afforded. 

But,  if  our  deeds  are  to  meet  our  words,  if  America  is  truly  one  Nation,  under 
God,  then  I  urge  our  Republican  colleagues  to  stand  with  us  and  the  President  in 
solving  our  budget  problems  rather  than  standing  in  the  way  while  the  problems 
deepen. 

We  are  all  in  this  together.  Our  children  deserve  better.  Thank  you. 
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